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U.K. Monetary Policy in Perspective 


BY Witrrep KUNG 


bros now nearly two-and-a-halt 


years since Britain’s monetary policy 
was rescued from the mertia toreed 
upon it throueh the lon phrase ot 
cheap money and arbitrarily stabil- 
ised short-term interest rates. During 
the early months of tighter and 
dearer money, the objective of the 


monetary authorities was suflicientl 
clear-cut to be apparent to all who 
saw the need tor a general disinfla- 


tion as the means of extricatin: 
Britain from its crisis of 

solvency. But the phase of 
brandishing of the refurbished mone- 
tary weapons did not last for lone. 
Since then the weapons have been 
used much more quietly, and some 
would that they have hardly 
been used at all. The aims of the 
monetary authorities have therefore 
become more much difficult 
cern and interpret. 


external 


Nols 


Say 


to dis- 


Divergent Views 


There are those, first, who are still 
worried about the credit trend in 
Britain, or are pre-occupied with the 
‘paradox’ that the revival of ortho- 
dox monetary techniques has been 
accompanied by a substantial growth 


in the total volume of money. 
Secondly, there is the much wider 
body of opinion that takes virtually 
the opposite view, and constantly 
appeals for a soltening of I} 


According to thi 
the Bank Rate w. 
long at its is’ 


/ 


yu ;4 per 
cent wa Hot thre cle cut reduction 
i} itt | iii ive bee ric \ 
case further reducts to 9 pel 
ce _ Ow we 1 erdue Thu {| 
there is a more sophisticated group 
that beheve e revival of « rthodox 
poli vy to have been mere aberra- 
tion from the 1 lern trend ince 
the first brandishine, it is argued, 
oth polic | te IC have been 
lipping back into the old inertia 


a supposed relat S¢ t] if 1S welcomed 
by some but keenly regretted by 
othe 


{ 


Each of these lines of comment, it 


can safely be said, does less than 
justice to the aims of the monetary 
authorities; but since these are the 


kinds of comment most frequently 
heard, an examination of them may 
be the indi- 


IS appear 


most helptul way ol 


cating what the actual ain 
to be. 

rm?! = 1 1 

There is no doubt, first. about the 


seeming paradox of recent credit 


trends. In 1951, the last year of the 
long atrophy of monetary policy, the 
volume of money—as measured by 


? t + +} ] . 
the ‘net’ deposits of the clearing 
a» i 
DankKS—achnieve nrst annu con- 
traction since before the war. It was, 

: 1] ze ' ee 
admittedly, only a fractional decline, 
} £651 Ol ne R Qn2 
} av 1 
cié pile TI { ( Ll cone 
traction aur ( hive onths 
net deposi | e | 
f119m. Ar rie iendar yea! 
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1953 the exp< I ccelerated to 
Ince Supp ? f 4 
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8; net deposits 
1 { 
he new peak ol 

£6,370m. Only in the latest three 
months, the tax-gathering quarter of 
1954, has there been any sign of a 
1 a ) 


change in this rising trend; in those 
three months net deposits dropped 


its fastest since 194 
rose by £,210M. to 1 


more than seasonally, by £360m., 
compares ith £313m. In 1953, 
£352m. in 1952 and £,292mM. 1n 1951. 


First Objective 

It is easy to see why so marked an 
expansion should be widely re- 
garded as in conflict with the aims of 
monetary policy—given the discip- 
line imposed upon the banking 


system in the early phase of the new 


policy and the official emphasis on 
the need tor continued restraint 
subsequently. But this simple con- 
trast does not really aftlord any 
dependable basis for judgment. ‘The 
alms and achievements of monetary 
policy cannot be considered in isola- 
tion; they have to be related to the 
aims of economic policy as a whole 
and to the trend of the national 
economy as a whole. Nor can the 
impact of monetary policy upon the 
economy be fairly gauged simply 
by examining the behaviour of the 


total volume of credit; it is necessary 
to conside also. the chanees that 
may be taking place in the principal 
components of this total. In par- 


; 
ticular, if public-sector demands are 


rising Or laiiing as fast as private- 


ector demands are talline or rising 
volume of credit will 
obvi usly he 


the total 
unchanged; but this 


will not necessarily mean either that 


monetary policy has been playing a 
| ve role or that its influence has 
been neutral. Its performance can 
be judged only in relation to the 
surrounding economic circumstances. 

In the opening phase of the ‘new’ 
monetary policy the aim of eco- 


DIGEST 


nomi policy as a whole was to 
restore Britain to solvency by cutting 
down the overload of demand upon 
the economy by inducing a measure 
of general disinflation. And since the 
impetus to credit expansion had been 
coming from the private sector and 
the nationalised public utilities, the 
role assigned to monetary poli yY Was 
mainly that of arresting the growth 
of bank advances. \Within a very few 
months of the beginning of the new 
discipline, this first aim had been 
achieved; the momentum ot expan- 
sion of advances had been checked, 
and therea{ter the whole movement 
was reversed. In the initial phase, 
indeed, the behaviour of the whole 
volume of credit fitted the simple 
test of the success of monetary 
restraint: bank deposits fell more 
than seasonally. In the second phase 
however, when bank advances and 
porttolios of commercial bilis were 
falling rapidly, the Central Govern- 
ment became a voracious borrower 
from the banking system—to such 
an extent that the total volume of 
credit rose strongly. At this stage 
many commentators felt that the 
wider aims of policy, including the 
specific aim of monetary restraint, 
] 


were being deteated by the excesses 


of Government  borrowing——even 
though a major source of the 
Government’s need for finance was 
the spectacular swing of the balance 
of payments from large deficit into 
surplus, which deprived the Govern- 
ment of finance formerly secured 
from overseas. The Treasury, it was 
argued, ought to have met a sub- 
stantial part of its needs by borrow- 
ings on the market instead of from 
the banks, in order to maintain the 
pressure ¢ f credit stringency. 

These arguments 
assumed that the Government had 


originally aimed at a really sub- 


ge 
noOowcver:r, 


an 
cre 
ib] 
the 
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stantial measure of disinflation; and 
for a time they also under-rated the 
amount of disinflation that was being 
injected into the economy through 
non-monetary channels—through 
the decline in demand for British 
exports in consequence of import 
restrictions overseas, and through the 
exhaustion of consumers after then 
post-Korean buying spree. For these 
reasons the degree of disinflation, 
mild though it was in its pressure on 
the economy as a whole (as distinct 
from particular industries), threat- 
ened to be larger than the Govern- 
ment was prepared to countenance; 
and only the creation of credit 
through the concentration of Gov- 
ernment borrowings upon the banks 
kept it more or less within’ the 
intended bounds. The Government, 
it soon became clear, had neve 
intended to force the economy into a 
hair-shirt, or even to keep it uncom- 
fortable for longer than was abso- 
lutely necessary. It was well content 
with the results achieved—in terms 
both of the balance of payments and 
of domestic flexibility —from a modest 
degree of ‘slack’, as measured by the 
1952 fall in production and rise in 
unemployment. Monetary policy had 
played an important part in bringing 


about this fruitful slack, both directly 
and indirectly; and it had also 


helped to keep the slack within 
bounds. Judged by these standards, 
it had succeeded triumphantly —even 
though a falling trend of deposits had 
given place (‘paradoxically’) to a 
rising one. 

Such was the situation at the end 
of 1952, when the total volume of 
credit began to expand more sharply, 
and when business activity in general 
was beginning to pick up. But the 
credit trends of 1953, though ostens- 


1 


ibly simply continuing the trend of 


the second half of 1952, have to be 


ie) 


judged by quite different standards. 
the aim in 1952 had first been to 
curtail demand and then to limit its 
fall; the aim in 1953 was quite 
frankly to expand demand. 


Watchdog for the Budget 


Whereas in) 1QG52 tne Ww rk of 
curtailment had been mostly assigned 
to monetary policy, in 1953 the work 
of stimulation was reserved for the 
Budget, the deliberately ‘retlation- 
ary’ Budget. And since a sumulus was 
being applied by means of tax relief, 

was Important that it should not 


e . ’ , “1 . 
ve reinforced by a deliberate easing 


of monetary policy. The task of the 
monetary authorities was not to 
enforce a further contraction of de- 

iand, but to keep themselves in 
ilistant readiness to check any exces- 

ve revival. And the very fact that 
the ‘new’ monetary policy could be 
trusted thus to play the role of 


watchdog was the Government’s 
most important justification for run- 
ning the risks of a reflationary 


The credit expansion of 1953 
ought therefore to be regarded as 
consequential upon wider policy 
rather than as providing a parallel 
source of deliberate monetary stimu- 
lus. The nature of the expansion was 
different from that 
of 1952. The borrowings of the public 


| 
fess . 
sector, though still large, were much 


less than in 1952. But these borrow- 


ings were no longer being offset by 
heavy repayments by the private 
sector. 

[he change in the private sector 
was, therefore, thi specific Cause of 
he faster rise in the total volume of 
credit in 1953. But, if seasonal 
fluctuations are disregarded, it was 
not until the very end of the vear 


that advances to trade and industry 
began to rise at all considerably. In 
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the twelve months to last November. 
the quarterly analysis of bank ad- 
vances showed a steady decline in 
lendings to the big personal and 
professional category, while loans to 
private business and_ institutional 
borrowers other than the national- 
ised utilities were virtually un- 
changed on balance—at £1,338m., 
compared with £1,341m. in Novem- 
ber, 1952, and £1,486m. in Novem- 
ber, 1951. 

his was a very different experi- 
ence from what most bankers had 
expected, given the recovery of 
business activity and the pace of the 
return of commodities to private 
trade. Had an aggressive expansion 
developed, there is no doubt that the 
authorities would have intervened: 
and the ever-present possibility of 
sudden revival of pressure of demand 
justified the long retention of the 
4 per cent Bank Rate and the re- 
quests to the banks to exercise due 
restraint in their lendings. Indeed, 
the increase in the risks to which the 
national economy might be exposed 
as a result of the lifting of restrictions 
on the granting of overseas credits. 
the reopening of commodity markets 
and the easing of import restrictions 

—not to mention the uncertainties 
of the business trend in the United 
States—made it more than ever 
important that monetary policy 
should be vigilant and technically 
efficient. This technical need, and 
not any desire to give a further fillip 
to the economy, explained the Bank 
Rate ‘adjustment’ of last September 

a move that was accompanied by 
a reiteration of the request for 
restraint. 

It may still be asked, however. how 
the maintenance of this relatively 
firm front by the authorities could be 
reconciled with a Government bor- 
rowing policy that was associated 


with the fastest rise in bank deposits 
for five years. The explanation seems 
to be that the policy of restraint was 
regarded as indispensable on the 
grounds of general prudence already 
described; but if this policy had been 
combined with an effort to arrest the 
rise in bank deposits the degree of 
restraint would have been sharply 
tightened. ‘The Government was 
already borrowing much less from 
the banking system than it had done 
in 1952; but if deposits were to be 
stabilised in 1953 it would have had 
to switch some £200m. of borrowing 
from the banks to the market, in 
aggressive funding operations 


Drastic Action Not Needed 


The market’s capacity to absorb 
stock was rising, but it could hardly 
idditiona|! 
meal without getting acute indiges- 
tion. The official view plainly was 
that, though vigilance and caution 
were necessary in banking policy to 
guard against future contingencies, 
there was nothing in the current 
economic trends to justify any such 
drastic action in the gilt-edged 
market. After all, the private capital 
market was already taking up a 
large slice of the burden tormally 
carried by the Government—-notably 
through the big switchings of the 
local authorities away from the 
Public Works Loan Board. And. 
thanks to the slugeishness of the 
recovery of private-sector demands 
on the banks, the year’s rise in 
deposits was still proporti ions itely less 
than the rise in the nation’s sie sal 

In these judgments the monetary 
authorities, as such, were probably 
right. It 1s true that the risine wage 
pressure of recent months gives real 


have swallowed so large an 


erounds for concern: that too much 
of the year’s additional output ha 
gone to consumers; and that a 
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tougher policy might have improved 
the export performance. But mone- 
tary policy as such cannot diverge 
from the course the Government 
intends in its economic policies as a 
whole; and the Government, plainly, 
either did not think that a age 
policy would have been helpful ¢ 


was deliberately running the risks of 


lenient policy. ‘Che City authori- 
ties, one suspects, have had to work 
within the limits set by politics; but, 
within those limits, it is apparent 
that they have taken a very full share 
in the work of strengthening and 
freeing the economy—in succeeding 
In maintaining a due restraint in 
monetary policy, and vet in driving 
strongly for relaxations in exchange 
control and in the commodity mar- 
kets. ‘The relaxations. indeed, could 
hardly ha -e been risked without the 
sateguard of monetary vigilance. 


Greater Flexibility 


When the cross-currents of these 
past two years are analysed on any 
such lines as these, it should be 
apparent that the ‘new monetary 
policy has neither abandoned its 
first objectives nor meekly assented 
to a renewed credit expansion, So 
far from relapsing into inertia, it has 
been continuously in action, and the 
technical means at its disposal have 


steadily improved. Last September’s 
‘adjustment’ of Bank Rate and the 
changes that flowed from it struck 
away three arbitrary devices used in 
the early phi ise to cushion the shocks 
of transition from inertia to effective 
flexibility. The privileged rate for 
‘penal’ loans from the Bank against 
Treasury bills has disappeared, and 
so has the officially maintained 
margin between the Treasury bill 
rate and the rate for commercial 
paper; and the authorities have 
dropped the objectionable technique 
of controlling bank liquidity by 
compulsory fundings of ‘Treasury 
bills—last autumn’s highly successful 
funding was achieved without pres- 
sure of any kind. 

These much-needed changes have 
induced a greater flexibilits in the 
Treasury bill rate and have removed 
a major anomaly trom the com- 
mercial bill rate. Though the com- 
mercial banks may be slow to turn 
from rate agreements to true flexi- 
bility, there is still no doubt that the 
whole system has become much more 


sensitive to the actions of the central 


bank, discreet and mild though those 





actions have lately been. ‘The ‘new’ 
weapons are not less ready or less 
sharp because they are now only 
rarely seen—as the banking system 
will quickly discover when the need 
for forthright action again arises. 


INTERNATIONAL BANK TRANSACTIONS 


In the last nine months alone—that is, since the beginning of our fiscal year on July 1st— 





the Bank has made 24 loans in thirteen countries amounting to over $302 million. This 
represents a significant increase in the pace of its lending activities. Altogether, it has now 
made 102 loans in 32 countries, tot: illing over $1,892 million. 

The rate of disbursements to its borrowers is also accelerating. In the last calendar year 
its disbursements amounted to the equivalent of $240 million perwerat the Bank’s total 
disbursements to about $1,250 million at the end of 1953. 


It is significant, that the Bank has been 


able increasingly to use currencies other than 


dollars in making disbursements. Of the funds disbursed last year, about 30 per cent was in 


currenctes other than U.S. dollars. Moreover, 


most of the funds loaned by the Bank were 
as productive rage ity elsewhere has grown 


} 


while in the early vears of the Bank’s operations, 
utilised for purchases in the United States, now, 
, more and more of the loans proceeds are being 


expended outside the United States. During 1953, about $97 million, or go per cent of all 
our disburseme ents, was expended in countries other than the U.S. 


RP 


From In ational Bank for Reconstruction and Development. New York. April. 19 
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Death Control Poses New Problems 


Mopern history has reflected the 
immense stresses and opportunities 
created by the gradual discovery and 
application of methods death 
control in a number of Western 
countries and their dependencies 


during roughly the past 25: 


Ol 


» VCAFS. 


Death Control 

While application of death control 
continues to affect these countries in 
many ways the effects are gradual 
and corresponding in 
birthrates have kept the repercussion: 
within bounds. 

Death control is now making its 
impact felt much more rapidly on 
the much larger non-European popu- 
lations which are expanding on an 
enormous scale. At present rates it is 
possible that the world 
during 1950-80 may about equal the 
entire world population in 1goo. The 
current net increase of over 70,000 
per day is still tending to rise, and 
the magnitude of the 
SOC ial, | tical problems which 


reductions 


crease 


economic, 
and poli 
are being generated has hardly be 
to be appreciated, even by 


opinion. 


un 


informed 


Most pressing of these problem 1S 
that of finding food, materials, fuel, 
and power to take care of this vast 
increase and at the same time to 


enable reasonable improvements to 
be made in the standards of hfe of 
the large numbers at present below a 
decent minimum level, and to allow 
some of the existing expectations for 
rising standards life in more 
advanced countries to be realised. 
Examination of the present posi- 
tion shows that growth of world food 


1 
Tal 
1d 


| 


supplies holds a_ precarious and 

narrow lead over the growth of 

From World Population and Resources, P.E.P.( Pol 
Vo 
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362 of Vol XX of Planning, pri 


world population. 


Many of 


show { 


countries 
rates 


the worst-fed 


l 
aster than average o! 
population increase and average or 


bel WeH-AVETAY 


e rates of expansion of 
hese countries are also 
difficult 
nomi problems, especially in regard 


{o¢ cl supply. 


faced by exceedinely eco- 
to provision of necessary capital and 
development of industry and public 
services. 

Analysis of the highest rates of! 
increase in food production 
most favourable cir- 
and of foreseeable tech- 


improvements, 


yel 
attained in the 
cumstances, 
nical discloses no 
sound basis for the widely held view 
that production will more or less 
automatically keep pace with the 
needs of growing population. When 
account is taken of the new possi- 
bilities of further population expan- 
sion opened by death control in the 
less developed countries it is obvious 
that this is most unlikely to happen 
in the absence of a much more rapid 
birth-rates 
nt in sight. 


reduction in than is 


at 
prese 


the 


1 
LAH 


long-term outlook 
for supplies of raw materials, fuel 
and power is also far from reassuring 
that 
will occur 
in these fields in the fairly near future. 


there seems less reason to fear 
unmanageable difficultie 
Some Gove 


y 
i 


notably the 


iments, 
° 1 
India, have shown a 


Government o! 
lively awareness of their own prob- 
lems with 
lhe immediate urgency 
is to secure searching, informed and 
dispassionate discussion of the facts 
in all and among. all 
shades of opinion, with a view to 
agreeing on a diagnosis. 


Plannin: 
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London, April, 1954 
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Welfare State’s Inherent Dangers 


Contradiction Between Ends and Means 


BY Dr PER JACOBSSON 


THERE are at least two specific dangers 
which must be guarded against in 
connection with the welfare state: 

(1) One very real danger is that the 
welfare state may be interpreted as 
meaning ‘all-round protection’. If, 
for the sake of maintaining a high 
level of employment, it came to be 
regarded as inadmissible that any 
enterprise should be allowed to fail, 
this attitude would lead to the 
establishment of a system of ‘feather- 
bedding’ under which lines of pro- 
duction and individual enterprises 
already in existence would be main- 
tained even though their inability to 
pay their way would impose a 
burden on the rest of the economy. 

The cost of such a svstem would 
not be measurable solely by the 
actual direct and indirect subsidies 
which it would necessitate, for 
account would also have to be taken 
of its dislocatine effect on the whole 
cost and price structure, which has 
such an essential part to play in 
maintaining economic equilibrium. 
The putting-out-of-action of the 
price system often leads to an 
accumulation of stocks and to other 
developments resulting in a complete 
distortion of the price structure, so 
that measures which mav_ have 
appeared perfectly harmless at the 
time when they were introduced 
may well in the end produce disas- 
trous results. 

(ii) Another danger is that the 
resulting fiscal and social charges 
will prove to be too heavy. In some 
countries the social charges falling 


F , 


Review, Skandinaviska Banken. Stockholm. Apr 


on the employers already represent 
an addition of 20 to 20 per cent to 
the actual money wage. An addition 
of this size constitutes an important 
element in Industrwv’s costs of produc- 
tion. Moreover, the high rate of 
government expenditure can easily 
absorb too much of a country’s 
productive power, and the resultant 
heavy taxation leaves too little in the 
hands of the public for the necessary 
flow of current savines to be main- 
tained. 


Lessons From Past 


These dangers may not have been 
so evident in the vears immediately 
after the war. when there were 


obviously tasks of reconstruction to 


be carried out and resources could 
still be mobilised by methods of 
inflationary financin but such 
methods will soon be found to defeat 
their own ends once more normal 
conditions have been re-established. 

The welfare state must not become 
a cause of economic stagnation. It 
would be well to heed some impor- 
tant lessons of the past: historians 
seem to be more and more agreed, in 
considering one of the greatest 
debacles of all time, that it was the 
erowth of bureaucracy and taxation 
which. more than anything else, 
sapped the strength of the Roman 
Empire, stultifving local efforts and 
stifling private initiative and enter- 
prise. 

While one cannot as vet tell what 
course present-day developments will 
take, there seems to be an increased 
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awareness of the dangers inherent in 
systems entailing detailed adminis- 
trative control and excessive taxa- 
tion. This does not mean that the 
policies so far followed will be com- 


pletely reversed, but some way must be 


found of making the welfare state com- 
patible with the functioning of the price 
seal 4 f “ wad venth , 

system Of a free economy and with soun 1 


financial practice. Controls are now 
being relaxed again. Rationing was 
originally a_ reflex of exceptional 
wartime shortages, and as soon as 
supplies become available again on a 
peacetime scale there is no longer 
any point in continuing it. Since 
exchange control is nothing but the 
rationing of foreign currencies con- 
sidered to be in short supply, a return 
to peacetime conditions should make 
rationing superfluous in this field too 


which means the establishment of 


currency convertibility. There are 
few measures which could be more 
effective than convertibility in  re- 
storing a spirit of free competition, 
enforcing the application of proper 


financial principles and thus  pro- 





viding the basis for a smoothlv- 
working international monetary svs- 
tem. 

It would not be difficult to give 
examples of changes which, while 


relieving the burden falling on the at 

present ovel loaded econe MIS, would 

at the same time leave unimpaired 
oT 


the essential features of social securitv. 


Subsidies and Controls 


May it perhaps just be mentioned 
in this conne tion that the granting 
of subsidies in order to keep down 
prices appears to be a particularly 
uneconomic way of increasing social 
welfare, since the benefits accrue not 
only to those who need them but also 
to a great number of people who do 
not need them. Subsidies keep taxa- 
tion hich without conferring com- 


mensurate benefits. Controls have an 
unpleasant way of impeding progress 
As far as quotas are concerned, it 1: 
generally found that, in practice, the 
necessary permits are almost in- 
variably granted to existing firms on 
the basis of then purchase of a 
particular commodity or their overall 
turnover 7na certain year or Turin P SOME 
other shecific period of time in ae hast. 
It is difficult to imagine a system 
better calculated to produce a rigid 
economy, for it makes it almost im- 
possible for new firms to get a good 
start and fresh ventures to be suc- 
cessfully undertaken. 

On the continent of Europe con- 
trols are fortunately associated with 
the working of totalitarian systems 
and are therefore looked upon 
something rather obnoxious, which 


1 
' 


has made it easier to get rid of them. 
3ut in Sweden, for instance, the 
wartime controls were on the whole 
fairly administered and a generation 
has grown up which has known little 
else: there have even been some 
people who have almost taken the 
view that controls are necessary in 
order to prevent chaos. One of the 
Important consequences of the great 
economic progress achieved in 
western Germany and in some other 
countries, all of which have made 
use of measures of monetary policy 
and other means of action which, in- 
stead of applying only to. specific 
branches of activity or commodities, 
are general in their effect, is precisely 
the fact that it provides a further 
illustration of the advantages result- 
ing from the functioning of a free 
price system and from sound financial 
prac tice. 

With these examples still fresh in 
people’s minds, it may well be 


areued that the essential features of 


the welfare state can best be realised 
in an economy which does not allow 
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itself to become enmeshed in an 
entangling host of control measures. 
Systems which lead to a stultifying 
uniformity or exclude the energising 
influence of healthy competition are 
likely to lag behind in both spiritual 
and material progress. One is 
tempted to quote once again the 
well-known words used by Benjamin 
Constant in his pamphlet of 1813 
against the Napoleonic regime: 
‘L’uniformité, c’est la mort: la 
varicté, c’est la vie.’ 

With regard to the question of 
what combination of competition, 
mutual aid and opportunity for 
variation will eventually be found to 
be most desirable, it can confidently 
be predicted that the nations will not 
wish to return to the laissez-faire 
systems of the days before 1914. A 
belief in the advantages of a free 
market economy does not necessarily 





mean a convicuion that all wil 
well if things are simplv left to look 
after themselves. Not only can 
money not be expected to manage 
itself, but state intervention will also 
have a role to play in keeping econo- 
mies free from monopolies, etc. But 
care should be taken not to disturb 
the proper working of the price 
system and not to try to shape every- 
thing in the same mould. 

In the day-to-day conduct of 
affairs it will naturally not always be 
easy to find the right solutions—but 
since such great stress is laid nowa- 
days on the need for mutual aid it 
seems truly necessary to redress the 
balance somewhat bv insisting that 
competition should be allowed to 
play its part and that room should be 
left for variation: for com] 
and variety are also importa 
in the process of evolution. 
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Built-in Stabilisers—A U.S. View 


By ALAN H. TEMPLt 


CPS LDP APL DD SD SD PDA SL FP LISS SL POP DSSS SAS 


THE Economic Dicresr for Maj 


published a sceplr al vier » the value and 
effectiveness of certain post-war develop- 
ments as a means of combatting future 
depressions. Here is a_ different view 


expressed by a New York banker upon 

certain aspects of the American e onom) 

which have a bearing upon its general 
health. 


SALSA LPS SD SS LPP SD SD SD DSL SD SL LD DSS DD LDS 


Ir is doubtful whether the stabilising 


influences in the American economy 
are fully comprehended even in our 
own country. Some of them come in- 
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to play automatically. In any down- 
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Lorn, Li naon, 


ward movement spending powet 
drops less than production. Personal 
incomes are maintained by unem- 
ployment compensation, by pension 
payments, government aids, farm 
price supports and similar devices. 
Moreover, part of the decline in in- 
come is offset by a drop in the govern- 
ment’s tax take. This occurs automa- 
tically, and the automatic effects are 
re-enforced by voluntary tax reduc- 
tion such as has been made recently. 
The effect is that personal incomes are 
maintained relatively better than 
employment, and that disposable in- 
come is maintained relatively better 


than total personal income. These 


e Vice-President, Nationa! City Bank of Neu 
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influences set up resistance toa cumu- 
lative downward spiral. They are at 
work now. 

A second stabilising factor is the 
volume of accumulated savings, 
which bolsters spending power. The 
United States economy is not only a 
wealthy economy but a liquid econ- 
omy. Our Federal Reserve Board 
estimates that individuals own well 
over $200,000 millions of liquid 
assets, consisting of cash and such 
immediate cash equivalents as sav- 
ings bonds and other government 
securities. I would not of course 
suggest that people will pour these 
accumulated savings, or any con- 
siderable part of them, suddenly into 
the markets. But they constitute a 
reserve Which assurediy supports the 
ability and the willingness of people 
to withstand adversity and to satisfy 
their wants. Our corporations also 
are in a liquid position despite their 
immense capital expenditures, and 
our lending institutions are exceed- 
ingly liquid. Phe liquidity of ou 
financial structure stands as a bul- 
wark against any turn to forced 
liquidation of assets. It explains the 
orderliness of our adjustment. 


A National Attitude 


The third stabilising factor 1s what 
I should describe as a_ nationa 
attitude. It is the acceptance of the 
fact that when a cumulative down- 
ward spiral looms as a_ possibility, 
the full influence of both government 
and of private economy must be 
exerted against it. [t is an attitude 
which will accept government 


measures for the amelioration of 


unemployment and for the support 
of the unemployed if they cannot 
find jobs. It is an attitude which in 
such circumstances will tolerate a 


government deticit, whether it arises 
from an automatic decline in tax 
receipts or from voluntary tax reduc- 
tion. ‘This attitude demands deliber- 
ate easy money policies by the Federal 
Reserve system, and it condones 
short-term financing by the ‘Treasury 
placed with the banks rather than 
with savers. 


Business Education 


Fourth and finally, among the 
stabilising factors, | mention the 
growth of business education in ou 
country. Forty years ago, profes- 
sional education in business and 
economics scarcely existed. In more 
recent years, however, there has been 
a vast amount of study of business 


cycles, of principles of business 
administration and management, 
and widespread dissemination of 
whatever knowledge has been gained. 
In recent years business and econo- 
nomics has become the largest single 
field of college study. Education also 
has moved into the oflice and factorv, 
into working management. 

I would not wish to over-stress 
this point, but it would be surprising 
indeed if this advancement in learn- 
ing—to say nothing of practical 
experience with effects of wars and 
depressions—did not help business 
cope with the problems of economic 
instability. One of the reasons why 
post-war activity has held up so 
strongly is that our business manage- 
ment has been good, that it has been 
able to draw practical lessons from 
experience, and that it has avoided 
in considerable degree the mistakes 
of over-confidence and over-specula- 
tion which might reasonably have 
been expected to appear, and which 
unquestionably would have had 
costly results. 
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Prospects for Exchange Convertibility 


THE adequacy of monetary reserves 
for convertibility and ways for 
supplementing them are discussed in 
a staff paper presented to the U.S. 
Commission on Foreign Economic 
Policy. 

After the progress already made 
towards relaxing discriminatory im- 
port restrictions and, to some extent, 
towards the convertibility of other 
currencies into U.S. dollars is dis- 
cussed, the question is raised whether 
the U.S. Government would be 
prepared to grant spec ial stabilisa- 
tion credits to the United Kinedom 
and perhaps a few other Western 
European countries. The basic pur- 
pose of such credits would be not to 
finance dollar deficits (except per- 
haps those that might temporarily be 
associated with the introduction of 
convertibility itself), but tostrengthen 
confidence in the convertible cur- 
rencies, and to discourage speculative 


pressures at subsequent periods of 


temporary balance of payments set- 
backs and thereby to minimise the 
possibilities of a breakdown of con- 
vertibility or of a tightening of im- 
port restrictions. 


The concept ol adequacy of 


reserves can have meaning only 
within a framework where there are 


occasional temporary fluctuations of 


a self-reversing character in the 
balance of payments of a country 
which is in a fundamentally ‘strong’ 
or balanced payments position. 
Every country has a certain ‘rock- 
bottom’ level below which it will not 
normally allow its reserves to fall; 
but after allowance for ‘rock-bottom’ 
needs, reserves to be adequate must 
be sufficient not only to finance the 
current deficits that might periodic- 


From International Monetary Fund Staff Papers, Washington, D.C., March, 1954 


ally arise, but also to maintain con- 
fidence in the currency and thus dis- 
courage speculative pressures. 

No simple statistical criteria can 
be laid down for determining the 
adequacy of reserves in any given 
case. If U.S. private imports of 
goods and services were to fall 10 per 
cent below the 1953 level, it might 
be expected on the basis of past 
experience that U.S. imports from 
the sterling area would fall by about 
15 per cent, and imports from Con- 
tinental Western Europe by about 
10 per cent. This would mean a 
decline in the dollar earnings of the 
sterling area by about $350 million 
in one year, and in those of Con- 
tinental Western Europe by less than 
$300 million. The drain on reserves 
in one year would amount to about 
g per cent of the present gold and 
dollar holdings of the sterling area, 
and 3 per cent of the reserves of 
Continental Western European coun- 
tries as a whole. 

At the same time, speculation 
would probably accentuate the drain 
on reserves, as it did in 1949, by 
expediting payments for imports and 
retarding receipts from exports. It 
may be assumed that this drain 
would be no greater than that due 
directly to the decline in U.S. im- 
ports. If there were no other pres- 
sures on reserves, their present levels 
in the sterling area and in Western 
Europe appear to be adequate to 
finance temporary deficits associated 
with moderate and short-lived de- 
clines in U.S. imports without the 
need for tightening import restric- 
tions. If the setbacks were more 


severe or prolonged, however, present 


i 


reserves, especially those of the 


s 
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sterling area, would be inadequate. 

The uncertainties of the ‘impact 
effects’ of a sudden establishment of 
convertibility, which would give 
foreign earners of a currency the 
privilege of spending it in the United 
States if they so desired, are par- 
ticularly pertinent to the United 
Kingdom. The sterling area’s im- 
ports of goods and services from the 
rest of the world are more than 
$12,000 million per annum. Ex- 
porters who receive about three- 
quarters of this total are, for the 
most part, permitted at present to 
spend their proceeds only in non- 
dollar countries. If convertibility 
were established, it is not an extreme 
assumption to suppose that ro pet 
cent of their earnings would be con- 
verted into dollars in the first year of 
convertibility, which would involve 
a drain upon the central reserves o! 
the sterling area of more than one 
third. It therefore appears that 
sterling area reserves are not now 
adequate to underwrite the risks of 
sterling convertibility. It may be 
presumed that no Western European 
country would make its currency 
fully convertible into dollars unless 
sterling were convertible. Probably 
their reserves are relatively more 
adequate for this purpose than those 
of the sterling area; yet in many 
cases the degree of adequacy may not 
be enough. 


‘Stand-by Credits’ 


The system of ‘stand-by credits’, 
recently inaugurated by the Inter- 
national Monetary Fund, is des- 


cribed as ‘highly suited tor assistance 
to members contemplating a signifi- 
cant movement toward converti- 
bility’. These arrangements, if of 
sufficient magnitude, could help 
underwrite the uncertain demands 
on the convertible currency. Their 
very existence would tend to encour- 
age confidence and discourage specu- 
lative movements against the newly 
convertible currency. It is conceiv- 
able that the Fund might be pre- 
pared to set aside as much as one 
third to one half of its present gold 
and convertible currency holdings, 
i.e., $1,000 million to $1,500 million, 
as a stand-by credit to the United 
Kingdom. This would require a 
waiver of the condition which limits 
drawines during anv one year to 
25 per cent of a member's quota. 





ementary financial support 
for convertubilitvy might be obtained 
by increasing the resources of the 
Fund, which would involve addi- 
tional contributions by the United 
States and other member countries, 
by U.S. Government stabilisation 


Supp 


credits granted through the Treasury 
or the Foreign Operations Adminis- 
tration, or by stabilisation credits to 
foreign central banks from the 
Federal Reserve System. The re- 
quirements for credit backing foi 
some of the Western European 
currencies which might arise if a 
concerted move for convertibility 
were to be undertaken without the 
E.P.U. might be satisfied by making 
available the Fund’s holdings of 
European currencies, including ster- 
ling, which amount to the equivalent 
of about $2,800 million. 
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If Europe’s Exports to US. Fall 


Analysis shows Britain Least Vulnerable 


MANy people have assumed that any 
set-back to American prosperity 
would quickly prove disastrous for 
those British manutacturers who 
depended on American markets: 
imports of consumer goods from 
Western Europe would be drastically 
reduced and in the sharpened 
struggle for this smaller market 
British exporters would be hard 
pushed by their European com- 
petitors Esper ially the Ger- 
mans. 

At least until the beginning of 1954 
the facts failed to conform with the 
prophecies. Admittedly for the first 
two months of this year exports of 
British goods to the United States 
were approximately 10 per cent 
below those tor the same two months 
,, but this decrease was largely 
attributable to reduced deliveries of 
whisky and bicycles, and the bulk of 
British exports was not seriously 


of IQs 


affected. In anv case the rate of 
rABLE 
Imports into the United States 
nthly averages in 


From: 
United Kingdo 
Belgium 
France 
Holland 
Italy 


Sweden 


Switzerland 
West German 


Votal above 
Rest of World 


Total 





decline corresponded to the reduc- 
tion in American business activity 
and was not, as the pessimists feared, 
a multiple of it. 

The first signs of an American 
‘adjustment’ began to appear in mid 
1953. Between July and the end of 
the year the United States index oft 
industrial production declined by 
over 7 per cent; meanwhile, al- 
though total imports fell, those from 
Western Europe as a whole and from 
Britain actually showed a 5 per cent 
gain. 

The probable explanation of this 
paradox is that for at least the first 
six months the American set-back in 
business activity was primarily a 
process of inventory adjustment 
which did not affect imports from 
Europe. Throughout 1952 and the 


] > 1 { 
dealers STOCKS OF} 


beginning of 1953 
the sort of goods imported from 
Europe were already at minimal 


levels. A secondary, explat thon is to 


I 
1951-53 by Country of Origin 


millions of dollars 


IQ5!I 1952 1Q5 
st halt 2nd halt 
o a 
U.1 {0.5 14.5 17 .¢ 
17.8 16.1 20.6 19.5 
21.06 14.1 15.¢ 15.7 
10.0 13.1 15 17.2 
11.4 13.1 I 13.9 
0.7 7-5 9.4 c : 
10.9 11.9 I I 14.5 
17.8 17.6 22.6 23.7 
130.2 133.9 152.5 159.0 
764.6 761.5 775-5 710.9 
‘ 
/ 


Qgol.l 8Q5-4 928.0 370.7 


From Uhe Times Review of Industry, London, April 1054 
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be found in the fact that the United 
States personal incomes outside the 
farming areas and a few highly 
concentrated working class com- 
munities held up remarkably well 
into the beginning of 1954. In short, 
there were no large stocks of Euro- 
pean imports on hand, and the urban 
middle class consumers who normally 
bought these imports were hardly 
affected in 1953 by the recession. 
There are, in fact, good grounds for 
believing that if the United States 
index of industrial production holds 
to at least 90 per cent of the July, 
1953, peak, there will be no appreci- 
able decline in the value of American 
imports from Western Europe. 

It is arguable, however, that 
within this total stability the share of 
imports from Britain may decline in 
the near future since some of her 
neighbours, particularly West Ger- 
many, Holland and Belgium, have 
recently shown much greater enter- 
prise in expanding their American 
markets. Except for one or two 


rABLI 


commodities these fears seem to be 
poorly vrounded. The truth is that 
British exports to the United States 
are concentrated on a comparatively 
small raneve of goods, that the United 
States has consistently drawn the 
bulk of all its imports of these goods 
from Britain, and that the commodi- 
ties supplied by Britain rarely com- 
pete with those provided by its 
European neighbours, 

It will be seen from Table 2 that 
in each of the last three years 15 
commodity groups have accounted 
for approximately 75 per cent of all 
United States imports from Britain, 
that year by vear the values of many 
of these imports have been remark- 
ably stable in spite of the growth in 
the American national income. and 
that much of the total increase since 
1951 is accounted for by the machin- 
ery and vehicle groups. Indeed, 
without their expanded exports to 
the United States. Britain’s dollar 
earnings from its basic United States 
markets would have been much the 


II 


Annual Imports into the U.S.A. from the U.K., 1951-2-3 by Commodities 


in millions of dollars 


Leather, leather manufactures 
Beverages 

Cotton manufactures 

Flax, flax manufactures 
Wool, semi-manufactures 
Wool, manufactures 
Clay, clay products 
Precious, semi-precious 
Precious metals, jewelry 
Electrical machinery and apparatus 
Other machinery, excluding agricultural 
Vehicles : 

Chemicals, drugs, fertilisers 

Books. pictures 

Art works, antiques 


All others 


Total 


tones, industrial diamonds 


IQ 5! 1952 1953) 
I ) 11. 12.5 
62.5 1.6 61.6 
10,1 O.A 8.6 
24.2 13.4 20.6 
16.7 17.5 16.5 
48.7 19.2 51.5 
; 10 10.7 10.3 
59 » bb.5 57-0 
4.1 G.2 15.4 
3 4 9.4 

I ( 0.2 24.0 
’ 15.23 583.6 
34.6 Pe By | Q 
6.5 7-7 7:7 
AO 6.4 5-7 
104.1 110.5 154.9 
457.2 4056.9 550.0 


* These classifications are from the United States Department of Commerce Reports 
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same in 1953 as in IQ5!. 
In each of the three last years 
British goods have accounted for a 
high proportion of all imports into 
the United States in the 15 cate- 


gories listed in Table 2. In many of 


them—whisky, linen, woollen cloth, 
books, diamonds and stones, cars 
and bicvcles sritish supplies 
dominated the import market. 

In 1953, as compared with 1952, 
British exporters to the United States 
lost ground relatively (but = only 
slightly) to other exporters in the 
following United States markets: 
leather and leather manufactures: 
cotton manufactures: wool manufac- 
tures; clay products; and diamonds. 
In all other trades they at least held 
their own. Belgium, Sweden, Holland 
and West Germany appreciably 
increased their exports to the United 
States during 1953, but there is no 
evidence that these gains seriously 
hurt British manufacturers. Since 
1952 the biggest relative increases 
have been those of Germany and 
Jeloitum., and an examination of 


their accounts illustrates the essen- 


rABLI 


tially non-competitive nature of their 
efforts vis-a-vis British goods in the 
United States market. 

In the fifteen United States import 
markets dominated by British goods 
the worst that can be said is that in 
1953 Germany made significant rela- 
tive gains in only leather goods, 
vehicles and chemicals—but only in 
leather goods did Britain’s share in 
the total suffer. Belgium’s advances 
were mainly in the textile markets 
but again no substantial set-back was 
experienced by British textile ex- 
porters to the United States. 

These fifteen commodity groups 
do not play a decisive part in the 
exports to the United States of 
Britain’s European neighbours. In 
1953 they accounted together for 
just over 30 per cent of Belgium’s 
exports to the United States and 40 
per cent of Germany’s. West Ger- 
many, Belgium, France and Italy, 
were in 1952 and 1953 peculiarly 
dependent for their dollar export 
trade on their steel mill exports. One 
might conclude that Britain is least 
vulnerable in an American recession. 


Ill 


British Shares in Certain Imports into the United States 
in percentages of total imports 


Commodities 1951 1952 1953 
Leather, leather manufactures 20 I 26 
Beverages 19 10) 10 
Cotton manufactures 15 14 12 
Flax, flax manufactures 54 5§ oY: 
Wool, semi-manufactures 28 2 é 
Wool, manufactures 5° 4G 
Clay. clay products : 20 ) 2 
Precious. semi-precious stones. industrial diamonds 4 3b 32 
Precious metals, jewelry 8 x 27 
Electrical machinery and apparatus 9 r 2 
Other machinery, excluding agricultural ry 16 1g 
Vehicles 6 a g= 
Chemicals, drugs, fertilisers 12 1! 1! 
Books, pictures 2 41 
Art works. antiques 26 4 27 


All commodities 
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Sterling Exports and Dollar Markets 


This article 
, ; é ne 
main Sleriing area countries on the dollar 


market, the mposition of their dollar 


1 ’ } 
cusses the dependence of the 


exports, and recent changes in the price and 


me of those exports. 


rAl } 
D r Ext as Percent [otal Exports ir 
I 19g 
Gold (¢ 1 
India 23 
Malaya 20 
Cevlon 5 
| KK. 14 
N Zealan 13 
Nigeria 1! 
Australia 10 
Union of South At i e) 
Pak in t 


Average for Sterling Area except U.K. 19 


Dependence on Dollar Trade 


TaBLE I indicates how far some ot 
the main sterling area countries 
depended on dollar markets for their 
exports during 1952 and 1953. The 
Gold Coast heads the list, with 31 


per cent of her exports at present 


if 
earnine dollars, and cocoa’ and 
manganese ore making up most of 
the total. India comes second with 
23 per cent; she exports to dollan 


countries (in order of importance 
jute goods, manganese ore, pepper, 
tea. fruit and vegetables. castor oil, 
mica, shellac, wool, and goatskins. 
Malaya and Singapore come third 
with 20 per cent. These percentages 
differ in the main from the pre-war 
ones: in 1937 Malaya and Singapore, 
for instance, depended much more 
than at present on the dollar market. 

The dependence of the wool- 
erowing Dominions has fluctuated 
with wool prices. In 1951 as much al 
Ig per cent of Australia’s woos 
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exports went to the dollar area; in 
1953 the proportion was 8 per cent, 
about the same as pre-war. Both 
New Zealand and South Africa have 
latterly been more dependent on 
dollar sales. 

Finally the dollar area took 15 
per cent of U.K. exports and _re- 
exports in 1953 compared with 13 


per cent in 1937/38. 


Composition of Dollar Trade 


For the overseas sterling area the 
United States constitutes the great 
Ss 

bulk of the dollar market: over the 
period 1948-52, 85 per cent of thei 
dollar exports went to the United 
States and 12 per cent to Canada. 
The exports of the overseas sterling 
] ‘e } 

area are mainly primary products. 


rABLE If 

Share of Principal Commodities in the Oversea 
Sterling Area Exports to the Dollar Area 

\ rag 1Q5 
R \\ I 
Coc { | i 
Manga e Oy j lea { 
_ j Clopne 
| I All t Rest ( 


Nine main commodities—rubber, 
wool, cocoa, jute and manufactures, 
tin, tea, Manganese, Copper, sugar 

make up rather more than half the 
value of overseas sterline area ex- 
ports to the dollar area. The rest are 
spread over a large number of minor 
foods (such as spices, meat, fish and 
bananas) and raw materials (especi- 
ally hides and skins, diamonds, lead. 
and sisal). ‘Table IT gives the average 
shares for 1952/53. (It is based on 
Board of Trade figures and shows 
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raw jute only; the percentage of jute 
and manufactures would be con- 
siderably higher.) The percentages 
have varied a good deal from year to 
year, for dollar purchases have not 
been steady and prices have fluc- 
tuated wildly. ‘Tin, for instance, 
earned less than one-third as many 
dollars in 1951 as In 1950. 

The United Kingdom’s dollar 
exports are less concentrated. Only 
$3. per cent of her dollar exports 
during the period 1948-52 went to 
the United States, 17 per cent to the 
other American Account countries 
mainly dollar Latin America and 
Liberia), and 40 per cent to Canada. 
U.K. dollar exports are primarily 
Manulactures. 

Last year the U.K. provided just 
under a third of the sterling area’s 
exports to the U.S., and just on half 
the area’s total dollar exports. The 
United States was our second largest 
single market. Whisky, raw materi- 
als, cars, and wool goods are all a 
large r percentage ol our exports to 
the U.S. than of our exports to the 
world as a whole. Machinery, the 
metals-engineering-veliicles group in 
eeneral, and cotton goods, each take 
a smaller percentage; but the share 
of machinery in our U.S. exports has 
increased from 5 per cent in 1948 to 
7 per cent in 1953. 

Canada_ provides us with an 
export market only slightly smaller 
than the U.S., but it is constituted 
rather differently. 
earned from Canada only one-eighth 
as much with whisky as from the 
U.S., 10 per cent less with cars, nearly 


Last year we 


twice as much with wool goods, 
more than twice as much with agri- 
cultural tractors. Electrical machin- 
ery and machine tools were also 
more important, linen fabrics and 
knitted clothing much less. To the 


dollar Latin American countries out 


most important exports are Cars, 
machinery and textiles; and _ to 
Liberia, ships. 


Recent Changes 


By far the most important factor 
in the dollar-earnins 
area is the course of United States 


of the ste rling 


demand for sterling imports. ‘Total 
U.S. imports have been falling since 
April 1953, and in January were 
nearly a tenth lower than a yea1 
before. U.IX. exports and re-exports 
to the U.S. in January were also 
about 10 per cent lower than a year 
before. Comparing the monthly 
average for October-January with 
the previous nine months, cars and 
wool fabrics were down quite con- 
siderablv: so were some of the raw 
materials—aluminium, benzol, and 
tin—which for a short period pro- 
vided an appreciable percentage of 
our U.S. dollar earnings. The total 
percentage fall would have been 
much greater had it not been for 
increases in exports of tractors, linen 
fabrics, and tobacco- and cigarette- 
making machinery. For the last in 
this list Britain provides a large part 
of the world’s supply, and has recently 
x to the U.S. consider- 
able quantities of adapting machin- 


ery to make filter-tip cigarettes, 
demand for which is rapidly growing 
in America. 

Over the same period U.K. ex- 
ports and re-exports to Canada 
dropped by 6 per cent: exports of 
cars were down per cent, agri- 


cultural and track-laving tractors 46 
ns ae 


been exporting 


per Cert: ce a to our 
exports { | U.S... machinery sale S 
were also generally lower (textile 
machinery by » per cent, metal- 
working machine tools by 26 per 
cent). On the other hand, wool yarns 
and fabrics and china and earthen- 


ware were only slightly down: 8 per 
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cent and 10 per cent respectively. 
The other American Account coun- 
tries present a different picture: a 
rise during the period of more than 
one third; a very large rise in the 
export of ships, and a smaller one in 
machinery, more than offset reduc- 
tions in car and wool goods exports 
to thes ountries. 

(he picture for the rest of the 
sterling area is not so up-to-date as 
that for the United Kingdom, and is 
complicated by price, volume, and 
seasonal fluctuations in the sales of 
the different commodities. 

Che value of the rest of the sterling 
areas exports to the dollar area has 
been falling since early 1951. From 
1IQ51 to 1952, it was mainly a fall in 
raw material prices that brought the 
value down; the volume of exports 
went up a little. But from 1952 to 
1953 sterling area raw material prices 
dropped, on average, much _ less. 
Between December 1952 and De- 
cember 1953, prices of cocoa, tea and 
wool rose: these were almost sufti- 
cient to offset the falls in tin, copper 
and rubber prices. It has been mainly 
1 fall in the volume of exports to the 
United States which has caused the 
continued drop; prices have. on the 
whole, not continued to fall, probably 
because demand elsewhere in the 
world, particularly in Europe, has 


staved fairly high. 


The Reserves 
It is certainly surprising that, over 
two years when the volume of the 


sterling area's dollar exports was 
falling, the sterling area’s dollar 
balance and the state of the reserves 
improved. There are two main 
explanations: first, there has been a 
substantial improvement in the posi- 
tion of the sterling area uts-d-vis 
non-dollar areas, especially O.E.E.C,. 
countries; and secondly, dollar im- 
ports into the sterling area (especi- 
ally from the U.S.A.) have fallen 
faster than dollar exports. Our own 
imports of machinery, steel and base 
metals from the U.S. are much lower 
now than in 1952: from Canada we 
are now takine much less wood and 
paper-pulp. The rest of the sterling 
area imported from the United 
States only about one-tenth as much 
raw cotton in 1Q53 as in 1950-52, 
imports of U.S. steel mill products 
and textiles have also been reduced 
considerably since 1951. Total dollar 
imports of the rest of the sterling area 
in the first three quarters of 1953 
were almost 40 per cent below the 
same period in 1952. So the sterling 
area has decreased its dependence on 
dollar imports. ( omparing the first 
three quarters of 1952 and 1953, 
the percentage of dollar imports in 
the total has dropped froin 20 to 
16.6. Further, and more important, 
sterling area raw material prices did 
not fall sharply in 1953. These have 
been two important factors in enab- 
ling the sterling area to increase its 
cold and dollar reserves in a period 
when imports by the U.S. and 
Canada were falling. 





Poverty and Progress—A Challenge 


BY EUGENI 


I HAVE seen pervading evidences « 
dynamic, curative forces at work—at 
work and gaining momentum: 
1. The drivine energy of Asia’s 
le 


new nations, sparked by pri 
the dignity of independence and 
fed by a consuming urge to 
demonstrate that that independ- 
ence can contribute to a fuller and 
a better life. 
2, The growing recognition by 
many powerful interests in Latin 
America that static economics 
may be explosive politics, and that 
in the long run the course ol 
conservatism is to push on with 
the expansion of production and 
with ever-wider distribution of its 
benefits. 
3. The awakening perception of 
the peoples of Africa, unfortunately 
sometimes displayed in such ex- 
treme and violent form as to be 
self-defeating, that their position 
of economic backwardness is not 
pre-ordained and that the re- 
sources of their land can be made 
to produce a better life within, as 
well as beyond, the borders olf 
their continent. 

These are some of the many force 
which are today at work throughout 
what we have come to call the under- 
developed world. ‘Vhe current which 
these forces have created is not yet 
swift, but I am convinced that it is 
deep and strong. It will be a major 
test of international statesmanship 
whether, as the current gains speed, 
it remains within produc tive chan- 
nels or spills over in riotous and 
destructive flood. 
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those half-truths that obscure more 


than they reveal. If I judge correctly, 
it is the character and initiative of 


ice they have 





in themselves and in the future of 
their country, the honesty and 
efficiency of the government adminis- 
tration, the nature of the country’s 
social institutions—it is these and 
many similar factors, quite as much 
as capl il. which det ‘rmuine the rate 


of economic growth. With individual 
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be achieved. Certainly the rate of 
investment that is flowing at present 
will not suffice to achieve those 
objectives, at least not in many of the 
poorer countries of Asia and_ the 
Middle East. But I insist that con- 
stantly reiterated emphasis on what 
the advanced countries should do for 
those less advanced distorts the true 
nature of the problem and may some- 
times even be used as an excuse for 
failing to act on those matters which 
only the underdeveloped countries 
themselves can control. 


National Self-Interest 


Moreover, an approach to inter- 
national problems based on what one 
group of countries ‘should’ or ‘should 
not’ do for another is always beset 
with difficulties. In this nationalistic 
world in live, 
policy based on real or assumed 
moral obligation to advance the 
welfare of others, however sound and 
enlightened that policy may be, 1s 
not likely long to endure; over any 
considerable period national policy 
must be based. and must be known 
to be based. on national self-interest. 

For the industrialised countries, 
then, the issue is not the extent of the 
poverty or need 
rather the extent 


which we national 


elsewhere, but 
to which it is in 
their own long-run interest to aid in 
the economic growth of areas whose 
productivity is still unduly low. ‘This 
issue I believe the advanced nations 
are not facing squarely. Too often 
they appear to regard development 
simply as a slogan to be trotted out 
at international gatherings, or as a 
matter of social improvement to be 
worried around by the well-mean- 


ine. The time has come for the 
industrialised countries to call a halt 
to this kind of lip-service and to come 
to grips with the fundamentals of the 


4 x een 
provielm, 


Those tundamentals, as 1 see them. 
are both economic and political. On 
the economic side, the question is 
simply whether the industrialised 
areas are satisfied with the prospect 
of a gradual expansion of trade 
within the existing structure of trad- 
ing relationships, or wish, as a long- 
term matter, to enjoy the much 
wider markets which would become 
available through an increase of 
productivity, and therefore of con- 
sumption levels, throughout the 
under-developed world. 

On the political side, the question 
is equally clear. It is whether the 
advanced countries really believe 
their oft-stated creed that the best 
long-term hope for peace lies in the 
spread of institutions. 
For surely democracy needs for its 
vitality an economic climate charac- 
terised by hope and not despair. It is 
only in an atmosphere of economic 
growth and opportunity that we can 
realistically expect development of 
the kind of community which values 
the rights of the individual above the 
powers of the State. Economic stag- 
nation and political democracy are 
not easy companions. 


democratt 


A Long-Term View Needed 


The importance of these questions 
to the industrialised countries is 
often obscured by the insistent pres- 
sure of their immediate domestic 
problems. As a consequence, the 
necessary firm long-term decisions 
have not been made and there has 
been too much of improvisation and 
too little of consistency about their 
development efforts. I suggest that 
the advanced nations need urgently 
to re-examine and_ restate their 
development objectives, and then to 
join in the formulation of a long- 
term programme of action adequate 
to achieve those objectives. 
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East-West Trade in Europe 


ACCORDING to data published in the 
April issue of the United Nations 
Monthly Bulletin of Statistics, which 


has just been issued, the volume of 


total exports of 14 Western European 
countries to the U.S.S.R. and 
Eastern Europe in 1953 was only 50 
per cent of the 1938 volume. The 
corresponding percentage for im- 
ports was 38 per cent. 

If exports from the 14 Western 
European countries to the U.S.S.R. 
and Eastern Europe had _ increased 
since 1938 in the same proportion as 
the exports from these countries to 
other destinations, the value of this 
trade in 1953 would have been about 
1,450 million United States dollars, 
whereas in fact it was only about 478 
million dollars. 

Had trade in the opposite direc- 


tion from East to West Europe 
increased as fast as the imports of 
West Europe from other destinations 
the value of the trade would have 
been about 2,000 million dollars 
instead of the 574 million dollars it 
actually achieved. 

The exports in 1953 of Denmark 
and Norway to the U.S.S.R. and the 
countries of Eastern Europe were 
chiefly dairy products, fish and 
whaling products and_ transport 
equipment. 

The pattern of Finland’s trade 
completely changed between 1938 
and 1953: in 1938 3 per cent of her 
exports and g per cent of her imports 
were in trade with the U.S.S.R. and 
the countries of Eastern Europe. By 
1953 the ratios were 29 per cent and 
32 per cent respectively. 


Trade of Individual Countries with the U.S.S.R. and Eastern Europe 


in millions of U.S. dollars at 1953 pri 
Exports to U.S.S.R. and | rts from U.S.S.R. 
Eastern European and Lastern 
Countries countries European countries 
Q — 

1938 1953 I I 53 
Denmarh 14 30 26 
France 93 46 121 14 
Italy 78 46 125 10 
Norway 18 4 10 28 
United Kingdom 10 73 4 03 
Finland 14 166 16 167 
Yugoslavia 37 nil 10 I 

From United Nations Information Centre, London. April, 1954 
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Comparative National Expenditures 
and Prices 


in the United Kingdom, United States 
and Continental Europe 


BY MILTON G1 


In analysing international economic 
problems, and even in ippraising the 
economic situation of a particular 
country, it iS often essential tO nave 


information for several countries on 
the juantities of goods and services 
purchased, expressed in common 
units. It was this need which led the 
O.E.E.GC. to 

recently 
“An 
National Products and the Purch 
ing Power of Currencies’. It covers 
the United States, the United King- 


‘ : 
daertake the 


study 
published under the 


dom, France, Germany and Italy 
1 . fhe 4 ] 
work is proceeding to include other 


- ¢ ] 
continental ¢ 


ntries. As the study 


shows the relative expenditure level] 
lora rly detailed eakdown of the 
] it al | , ‘ cf - 
parative price ra 

of goods or service eve it will 
be useful al to | é firms for 
< essing n ket pr rt cl ¢ Ihi- 
petitive conditi rh n these countries. 


Snags of Financial Approach 


Such comparisons of total national 


I 


production or the major categorie 

of cCOoONnsSUuUMptLoOnNn nave 11) tne pa 
1 } ’ . " . ec! 

generally been obtained by a tinan 

clal approach. For example. the 
PI 

estimated expenditures in local cur- 

rencies have been converted bi 


existing or adjusted exchange rates 
into a common curre) : 
dollar. A moment’s reflection 
indicate the shortcomi ; of this 
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International Comparison of 


ist y an ! Nati mal Ac inl Or ani ati ? 


ymic Co-operation 


type of calculation. An alteration of 
exchange rates 
clearly affect the 


culations even if the physical quanti- 


will for instance 


? 
result of such cal- 
tie Eee eae nsumed re ; 
ies produced or consumed remain 


unchanged. Nor is there any 
why exch: 


reason 
inge should be an 
cuide to the 
‘de the 
international 


rates 
accurate purchasing 


power i various countries, 
trade 
to tariffs, varying shipping costs 


and 


when suber t 


other types ol restriculons. 
Furthermore, there is no reason why 
exchange rates should provide a 
correct guide to the purchasing 
power of currencies over articles like 
houses or services which, in fact, do 
not move into international trade, 
but , 


t 
na 


which form a large part of a 


ion’s total production, 

Physical Consumption Com- 
pared 

he rather 


detailed physical quantities 


laborious method ol 


as the basis for 


these difficulties and the results are, 


comparisons avoids 
in fact, strikinelv different from those 
produced by more rough-and-ready 


should be 


CVC 30, 


, 
methods. It 


however, that 


realised. 
there is not 
answer to the 
tion ‘What is the level of con- 
in country A 


sarily a single 
que 
relative to 


For each ¢ 


umption m 


»)? 
country B 


that of om- 
parison there are two answers, 
iccording to whether the pattern of 


prices of the first country or the 
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second country 1s taken to weight the 
various items in arriving at the aggre- 
gates. ‘This difficulty is ignored here 
for convenience, but is dealt with in 
the report where both alternatives 
are shown. It may also be mentioned 
here that although the base period 
used was 1950 with adjustments up 
to 1952, the broad results are not 


such as to change significantly from 


year to year as they are founded 
primarily on the habits, institutions, 
climate, relative levels of income and 
other factors which change only 
slowly. 

In the table below, comparative 
volumes of consumption of the indi- 
vidual product groups are given on 


Real Consumption Per Head in the United States, France, Germany and Italy as a 
Percentage of the United Kingdom, 1950 


United 


Kingdom 

Potal consumption 100 
Food : 100 
a) Cereal and cereal products 100 
b) Meats, poultry and fish 100 
(¢ Dairy products 100 
d) Fats and oils 100 
(e) Vegetables 100 
({) Potatoes , , ; 100 
(g) Non-alcoholic beverages 100 
h) Sugar and sugar products 100 
Alcoholic beverages 100 
Tobacco : 100 
Clothing and household textiles 100 
a) Footwear ti ‘ 100 

b) Clothing and household 
textiles 100 
Housing ; 100 
Fuel, light and water : 100 
Household goods 100 
Household and personal services 100 
(a) Domestic services . 100 
(b) Laundry, dry cleaning, etc. 100 
(c) Barber, beauty shops, etc. 100 

Transportation equipment and 
services 10o 

a) Purchases of transportation 
equipment ~ 100 

(b) Operation of transportation 
equipment 100 
(c) Public transport services 100 
Communication services 100 
Recreation and entertainment 100 
a) Entertainment 100 

b) Hotels, restaurants and 
cates , 100 

( Books, newspapers and 
magazines 100 
d) Other recreation 100 
Health sen 100 
Education 100 


Miscellaneous 100 


quantity weighted by U.S. prices 


United 


States France (Gsermany Italy 
152 bo t4 $7 
Tre G2 } 62 
76 105 gl 108 
114 Q4 
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&4 Ob ) 4 
217 154 124 16g 
51 I15 174 30 
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the basis of United Kingdom con- 
sumption per head as 100. Overall 
consumpuon per head in the United 
50 per 
United 
straight comparison 
values and 

incidentally, 


States is shown to be some 
cent above the level in the 
Kingdom—a 
using money 
rates 
United States consumption per head 
to be well over twice the United 
Kingdom level. It may come as a 
surprise just how much larger the 


>, 4 hange 


would, show 


market per head for certain groups of 


products is in the United States than 
in the United Kingdom—twenty 
times as large for automobiles. For 
certain other groups, recreation and 
entertainment for example, it is 
significantly /ess than in the United 
Kingdom. So far as the other Euro- 
pean countries are concerned, only 
alcoholic beverages. vegetables, 
domestic services and personal ser- 
vices like barbers and beauty shops 
are consumed 

than in the United 
clothing and household tex 


in greater quantities 
Kingdom. For 
tiles, the 
proportion is anything from a half to 
three-qu United King- 
dom level. 


rier of t} 


Purchasing Power 
On prices, or looking at it the 
other way, the purchasing power ot 
] 


ch 
‘i 


the currencies. t iows that, 


e report 
overall, one dollar exchanged into 
pounds sterling at the normal rate 
and spent in the United Kingdom 
on the same pattern as expenditure 
in the United States would have 
bought about 25 per cent more in the 
United Kingdom than in the United 
States. This generally higher value 
of the £ in terms of real purchasing 
power than the exchange rates value, 
however. conceals some wide diver- 
individual 
products. Without 


details | 


eencies for groups of 


going into the 


er may be mentioned 


that for personal consumption as a 
whole the $ converted into {s and 
spent in the United Kingdom would 
have bought about 20 per cent more 
than if spent directly in the United 
States, while for 
penditures, it would have bought 
about two-thirds more. 

The results with respect to invest- 
ment also differ considerably from 
calculated on expenditures 
divided by exchange rates. In 1952, 
and weighting the 
investment 
United States prices, investment per 
head in the United States was more 
than two-and-a-half times that of 
the United Kingdom; in Germany 
it was about 50 per cent above the 
United Kingdom and in Italy only 
about two-thirds of the United 
Kinedom level. In connection with 
the lower level of sales of equipment 
in the United Kingdom, it is per- 
tinent that prices of equipment are 


Gsovernment ex- 


those 


quantities of 


eoods on the basis of 


shown to be considerably higher in 
the United Kingdom 
other goods, than is the case 
United States. 


Finally, to give an impression of 


relative to 


in the 


the overall results and their relation 
to output per worker, the data below 
show the gross national production 
per head for the five countries and 
per head of 
force. 
Although not much 
larger than would be indicated by 
the value-exchange rate method, the 
gross national product of the United 


the employed lab yur 


nearly so 


States per head is seen to be sub- 
stantially than in the Euro- 
pean countries, On the other hand, 
there is proportionately greater dif- 
ference between Italy and the United 
Kingdom than between the United 
Kingdom and the United States. 
When is taken of the 
different size of population, it can 


higher 


account 


COMPARATIVE 


be readily calculated that the total 
United States 
75 per cent above that of the fou 
European countries combined, even 
though their combined population 
was some 30 millions higher than 
that of the United States. ‘The 


national product was 
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ational 
produ cts pel ernypnoyed worker does 
not significantly change the relation 
among the European countries. On 
the other hand it emphasises the large 
lead of the United States in pro- 
ductivity. 


approximate calculation of 1 


Relative Real Gross aaa mene Product Per Head and Per E mnplayed Worker, 1952 


antities weighted by U.S. prices Niaslonal Preshase 
Population National Product ney mmiseil 
millions per head vorker 
United Kingdom 50.7 10 100 
United States 157.0 169 185 
France 42.6 86 B05 
Gserman\ 43.5, Ol O5 
‘ \ 


Italy 5 46.9 > 1 \ 


Western Germany’s Post-War Trade 


THE rapid expansion of Western covered by income from investments 


)- 


x 


dl 
d 


ri 


Germany’s exports since 1950 is not 
surprising. It began from a very low 
level and the revival of peta seve di 
export trade came later than did that 
of the other chief trading countries of 
Western Europe. In relation to the 
pre-war vears and when compared 
with the trend of exports in other 
Member countries, the increase in 
German exports in 1953 does not 
seem large. 
1953, German exports per head at 
constant (1950) prices were 13 per 
cent higher than before the war, as 
compared with increases of 72 per 
cent for France, 43 per cent for the 
United Kingdom and 39 per cent for 
the Netherlands. Similarly, German 
exports as a percentage of the gross 
ational product (at 1950 prices 
were no higher in 1959 than betore 
the war, as compared with increases 
of 20 per cent in the Netherlands and 
the United Kingdom and 45 per cent 
in France. Doubtless, the United 
Kingdom and France, which before 
the war had large trade deficits 
From Report by Economic Com 


During the tirst half of 


rth 


abroad, were obliged after the war 
to devote far more of their resources 
to exports. The fact remains, how- 
ever. that Germany’s share in total 
exports from Western Europe ts 
nd that, 
Ccermany\ 


lower than before the war a 
in a more general sense. 
had not in 1953 recovered her pre- 
in foreign markets. ‘Chis 
applies in particular to markets in 


the E.P.U 


war footing in 


Factors Affecting Imports 


Since the war there has been a 
considerable increase in the volume 
of imports into the territories forming 
the Federal Republic; indeed, it has 
proceeded at a faster rate than the 
srowth of the population, so that in 
1953 the volume of imports per head 
was about 17 per cent higher than 
the war. The increase in 
imports has, however, remained 
much the same as that of the gross 
national product at constant prices. 
This shows that, though Germany 


of O.E.E.C.. Paris, April. 1954 


bel wre 
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maintained a policy of strict import 
controls in 1936, and though in 1953 
the Federal Republic is one of the 
European countries which have 
liberalised the highest percentage of 
Imports on private account, the ratio 
of imports to gross national product 
has not risen. Furthermore, the 1936 
figures make no allowance for im- 
ports from the Eastern provinces, so 
that in actual fact the ratio of 
imports to gross national product in 
1953 18s lower than before the war. 
Chis is all the more remarkable 
because the ratio hardly exceeds 10 
per cent, whereas much higher figures 


not only in_ the 


the population ts 


are recorded, 

countries where 
lower but also in the United Kine- 
dom, whose economy in = many 
respects resembles that of Germany. 
It is even slightly higher in France 
which, as is well-known, is largel 
self-sufficient. 


IPC sa Py 
AT Cc 
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United Kingdom 
France 1 11 
German, I I 


The considerable difference he- 
tween the United Kingdom and the 
Federal Republic reflects a different 
historical development: foreign trade 
plays a much more important part 
in the economy of the United Kine- 
dom than in that of Germany. 

Clearly a relatively low propensity 
to import does not necessarily pro- 
duce a balance of payments surplu 
in France, it was recently accom- 
pamied by a deficit) and it is unlikel 
that, in the short run, this percentage 
vill rise considerably. as this would 
assume a change in Germany’ 
economic structure. But the co-exis- 
tence in Germany of a low. pro- 
pensity to import compared with the 
eross national product and a balance 
of payments surplus seems to indicate 
at least that a larger share of imports 


in the total resources used by the 


German economy would be a normal 
development. 


(;ross NATIONAI Pre 


Prick: 1g50 prices 


THREE-FOURTHS OF BRITAIN’S GOODS CARRIED BY ROAD 
SomE interesting facts about the structure and operation of the road transport industry in 
Britain emerge from a paper read before the Royal Statistical Society on April 28 by Mr 
K. F. Glover and Mr D. N. Miller. 


On the basis of a sample inquiry conducted by the Ministry of Transport in September 


"_ i 
1952, the authors estimate that the volume of goods carried by roads is about three umes the 
volume carried by rail. In terms of net ton nuleage, however, road and rail cach account tor 
about the same amount of tratf Phe authors estimate that road goods vehicles carried 
goo nullion tons in 1952. against oO million tons by the railways, 16 million tons by inlanc 
waterways, and 4¢ lion toms i ( mastal shipping ; in other words, nearly » per cent ol 
Britain’s freight went by road. ‘The net nuleage performed | road vehicle as 1Q,000 
millon, or nearly as much as the »000 million for rail transport. Untortunately, no com 


parative figures for carher years are given; presumably the necessary data to measure the 


growth of road transport relatively to rail in recent vears is not avathabl 
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Europe’s Currency Tangle 


Britain in Difficulties on Five Fronts 


Ir, as now seems certain, the Euro- 
pean Payments Union is extended 
for a year beyond its present expiry 
date on 30 June, it will mean that a 
compromise has been reached in a 
bitter controversy between Britain 
and Scandinavia on the one hand, 
and Germany, Switzerland, Belgium 


| 


and Holland on the other. 


Dangers to E.P.U. 


There have always been two con- 
tingencies which might upset the 
system. Firstly, members tending to 
be chronically in surplus with then 
European colleagues might tire of 
granting credits to those chronically 
in deficit. During the negotiations 
for the renewal of E.P.U. the four 
major creditors—Germany, Switzer- 
land, Beleium and Holland—are 
showing just such weariness and have 
submitted three propositions. ‘The 
first is that deficit countries should 
meet a larger proportion of then 
currently accruing deficits in gold. 
Britain and Scandinavia = stronely 
oppose this; creditors, they say, 
should not be given an inducement 
to amass large surpluses. The second 


is that debtors should meet some of 


their longest-established past 


accumulations of debt in gold. Abou 
this, Britain is now willing to accept 
a compromise: she has agreed to pay 
out £30m. in gold to the four major 
creditors straight away, subject. to 
satisfactory settlement arrangements 
for the remaining {160m. of het 
debt. ‘The third is that countries 
which have yet to free 75 per cent 
of their intra-European imports 
should be ureed to honour. thet 


From The Ecor 


obligation. France is the only major 
country affected here, and she has 
now agreed to liberate 65 per cent 
by the year end. 

Britain’s stand against the Ger- 
man-Swiss-Belgian-Dutch demarches 
is well founded, but circumstances 
have made it seem hypocritical. This 
is mainly because of the widespread 
belief in Europe that, no matter 
what happens to the sterling area’s 
general balance of payments this 
year, its deficit with E.P.U. is bound 
to increase. For this there are several! 
reasons. Firstly. Britain’s E.P.U. 
deficit does not depend wholly on 
the sterling area’s own balance of 
payments; about {50m. of sterling 
a vear also gets into E.P.U. clearings 
as a result of ‘transferable sterling’ 
payments from outside (these are the 
sterling payments made to European 
central banks by Iron Curtain, 
Latin American and other countries 
and the recent extension of the 
transferable sterling system is ex- 
pected to swell this amount. 
Secondly, the prices of the sterling 
area raw materials most commonly 
bought by the continent are lower 
than a vear ago. And_ thirdly, 
British engineering exports to Europe 
are badly flagging. Yet the con- 
tinent’s view is unfair. Britain has 
two sensible reasons for wishing to 
maintain E.P.U. Firstly, European 
trade and employment can best be 
kept afloat on a sea of easy credits 
should the U.S. recession deepen 
belief in the approach of a U.S. 
slump is why the Swedes, though not 
current debtors in E.P.U., wish to 
maintain the system). And secondly 
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Britain wants any eventual advance 
towards general currency converti- 
bility to be made from a point where 
members have already removed 
import licences as far as is politically 
feasible—and E.P.U. induces credi- 
tors and exhorts debtors to do just 
that. | 


Sterling Convertibility 


The latter attitude leads to the 
second factor which might disrupt 
E.P.U.—the threat of sterling con- 
vertibility. Since, under such con- 
vertibility, any foreigner could turn 
all his sterling earnings into gold or 
dollars, none would be brought into 
the E.P.U. clearings (where only 
part would be convertible) and 
E.P.U. would end. The continental 
countries believe Britain may in fact 
attempt convertibility towards the 
end of 1954 or at the beginning of 
1955. but to some extent the wish is 
father to their thought. A vear ago 
most European countries were op- 
posed to such a move, for they feared 
that it might be achieved only with 
the aid of more restrictions on U.K. 
imports, But now the four big Euro- 
pean creditors would welcome it since 
it would end their worries about 
excessive sterling credits. Perhaps 
this is why the Germans. Dutch and 
Belgians have recently been making 
noises to suggest that thev themselves 
are about to beat Britain to the 
plunge. The only kind of converti- 
bility towards which these countries 
may conceivably soon advance, how- 
ever, is that enjoyed by the Swiss 
franc--whereby Swiss citizens are 





more or less free to invest. then 
capital in the dollar area and Swiss 
import restrictions on dollar area 
eoods are no sterner than those on 
imports from elsewhere. Such a 
system (which is appropriate only 
for a currency held almost wholly by 
its own nationals) carries no threat 
to E.P.U. since foreign banks. still 
have an inducement to hand then 
Swiss francs into the E.P.U. clear- 
ings and get part payment in gold, 
but if Holland, Germany and Bel- 
gium advanced precipitately towards 
Swiss-style convertibility (as they 
could at almost any moment), then 
Britain might suffer for three reasons, 
Firstly, if these three countries ceased 
to discriminate against dollar im- 
ports, their markets might start to 
re-sell dollar products to other 
European countries, thereby increas- 
ing their E.P.U. surpluses. Secondly, 
if Dutch, German and_ Belgian 
nationals could transfer their capital 
to the dollar area, a loophole might 
be created through which some 
sterling might also be = transferred 
into dollars. And thirdly, to call four 
major European currencies ‘con- 
vertible’— if only in this misleading 
sense —might mean greater pressure 
on sterling to become really con- 
veruble. 

Britain is right to stand by the 
principal tenet of her present policy : 
that E.P.U. should be maintained 
unless or until the non-dollar world 
is earning so many dollars that an 
advance towards a wider inter- 
national system of freer payments 
and trade is possible. 
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Tension in European Payments Union 


Importance of Pressure Group of Big Creditors 


Ir has been a fortunate coincidence 
for the European Payments Union 
in the past year that the main debtor 
country within the system, France, 
also happens to have some very large 
dollar credits outside it. U.S. dollan 
aid to France has, in fact, been the 
chief financial prop of E.P.U. during 
a period when it has been subjected 
to tremendous pressure from Ger- 
many’s successful export drive, which 
has put all Europe in her debt. 
Without this French source of dollars 
it is hard to see how the system could 
have continued to function at all in 
its present form. E.P.U. may indeed 
be regarded as another indirect 
beneficiary of the French mulitars 
effort in Indo-China. 


Gold Payments 


Since the beginning of 1953 
France has paid close on $250m. 
worth of gold to E.P.U. and has 
managed in spite of that to increase 
her own gold reserves. Germany’s 
receipts of gold from the Union ove1 
the same period have amounted to 
about $300m. These two develop- 
ments, the spectacular growth of 
Germany’s credits and_ France’s 
peculiar position as a chronic debtor 
with a dollar surplus, have been the 
outstanding features of E.P.U. since 
the beginning of 1953. A third factor 
of considerable importance in the 
long run, though it has not had the 
same immediate effect on the finances 
of the Union, is the sharp change- 
round in Italy’s position during this 
period. Indeed, Italy’s total pay- 
ments deficit with the rest of Western 
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Europe since the beginning ol 1953 
is as large as the French, 


France’s Position 


The difference is that whereas 
France started from an extreme 
debtor position, where monthly defi- 
cits had to be met with a 100 per cent 
gold payment, Italy was at the 
beginning of 1953 sull one of the 
Union’s chief creditors. After repay- 


ing the gold that she had previously 


drawn from the Union, she has been 
able to make use of the normal credit 
facilities to cover steadily increasing 
deficits. ‘Vhe result is that the Italian 
cold loss over the 14 montlis to the 
end of February, 1954, amounts to 
about $100m.—-less than half the 
sum that France has had to pay 
to meet a deficit of roughly the same 
size. 

However, with three-quarters of 
her E.P.U. quota now used up, Italy 
faces the prospect of a_ rapidly 
increasing gold drain, without the 
special resources which France has 
had at her disposal over the past year 
to meet the emergency. After the 
problem of Germany’s constantly 
increasing surplus, Italy’s deficit 
seems likely to rank next among the 
major preoccupations of the Manag- 
ing Board of E.P.U. during the 
remainder of 1954. 

By way of compensation for this 
new problem, the difficulty presented 
by Belgium’s balance of payments 
surplus, which has caused the Union 
so much trouble in the past, has for 
the moment at least been brought 
under control. Indeed since the 
beginning of 1953 Belgium has on 


) 
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balance been a net paver of gold to 
the Che total amount in- 
volved is admittedly small, and the 
movement may be reversed in the 
future; but no appears to be 
worried any longer about the possi- 


Union. 


one 


bility of Beletum’s re-emergence as a 


DIGES' 


in excess of the quota fixed for he 
under the E.P.U. agreement. The 
other countries which have joined 
her in this position since the beginning 
of 1953 are Germany, Switzerland 
and Austria; and Holland is rapidly 
Here, indeed, is 


approaching it. a 
‘structural creditor’ to menace the new factor in E.P.U. politics—the 
very survival of E.P.l with her powerful pressure group of extreme 


unmanageable surpluses, as she did 
in the earlier stages of the history of 
the organisation. 

Belgium is 


the biggest creditors of 


ot course. still one of 
the Union: 
her cumulative surplus remains well 


creditors. 
strongly 


who are urging 
that payment ought to be 
made on the old debts owing to them 
before they are asked to finance any 
hew 


now 


ones. 





DEBTOR COUNTRIES 


Cumulative Accounting Deficit ($ 








millions 


Col. 1 Col. 2 
( ntl On Der On Dec. Col Cx la 
I, 1953 1, 1952 uota f Col 
Lurkey : 159 140 re) art 
France 832 b13 520 160 
United Kingdom 822 90 rob 78 
Italy .. i +147 205 55 
Norw av Ion 17 On) 53 
Denmark .. } = 2 195 40 
Iceland .... { 15 27 
Greece . ‘ ait I O $5 
blocked 
CREDITOR COUNTRIES 
Cumulative Accounting Surplus (§ millions 
Col. 1 Col. 2 
Count: On Dee On Dec. Col. 3 Col. 1 as 
I, 1953 51, 1952 Quota of Col. 
Germany B21 Wie} OO 164 
Austria . 9b 16 70 137 
Switzerland Sa 136 250 126 
Belgium .... 400 125 I3 1 121 
Netherlands : ie) »QG6 5 104 
Sweden. . ‘ : 221 214 -bO O5 
PEORIA so ee iisae Seles 64 jO 79 














Construction of Esso Refinery 


BY A. D. Gray and Mark ABRAM 
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Refinery in July, 1951, six months aheaa 
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Ar the beginning a jul LQ49 the 


150 acres of Cladland Estate, close to 


the villace of Fawley. Hampshire, 
and on the edge of Southampton 
Water. were still covered with 
rolling wood and farmland. Crop 
were standing in the fields. In 
November 1951, less than two-and-a- 
half years later, a vast level plain had 
replaced the farms, and from it rose 
the spectacular towers of the new 
500,000 oil refinery built for the 
Petroleum Company. A Pro- 
gress Report dated November 4, 


£37; 
Esso 


1951 shows that by that date, 97.48 
per cent of the work on the new 
refinery had 


remaining [fraction mainly consisting 


| 
been completed (the 
of paintwork). Most of the major 
process units had been in operation 
since July 1951, when the official 
opening of the refinery took place. 
Yet the original uate set for the com- 
pletion of this gigantic undertaking, 
the largest oil refinery ever built at 
any one time anywhere in the world, 
had been Jam 


ary 1952. This was a 
tremendous a¢ ; 


1 
hievement from many 
points of view-——technical, financial, 


economic and social. 


Summary of Findings 


Lhe tactors which enabled the 


construction of the Fawley Refinery 


to be compl ted well ahead of the 
date originally scheduled include 
both fortuitous external circum- 


stances, and the particular tech- 
niques of organisation and manage- 
ment employed by those responsible 
for the job. 

The main favourable external cir- 
cumstances were these: 

t. Dollars were available for the 
purchase of materials and equipment 
in the United States. 

2. At the time initial orders were 
placed, materials were readily avail- 
able in the United States. 

;. [The size and importance of the 
refinery were exceptional and this 
helped to create a favourable psycho- 
logical atmosphere. It also meant 
that a man of outstanding ability 
could be selected as Project Mana- 
ver, and that Esso could keep a group 
of engineers with extensive authority 
in residence at Fawley; that capital 
equipment could be on a generous 
cale; that suppliers made extra 
efforts to provide materials, both 
from a realisation of the refinery’s 
importance and in anticipation of 
future orders; and that workers took 
pride in working there. 

4. Because of its special dollar- 
saving importance to the British 
economy, the job had the support of 
the British Government, which assis- 
ted in obtaining priorities for mater- 
ials purchased in this country. 

Against these favourable ‘external’ 


h Institute Manacement. London. March 


1954 
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conditions should he set a few 
unfavourable ones, chietly a shortage 
of skilled labour, both in the area 
and in the country as a whole; dis- 
tance of the site from populated 
areas (Southampton is 17 miles 
away); virtual absence of normal 
transport facilites; and difficult 
working conditions (the first winter 
was a singularly wet one) on the site. 

The most important of the specific 
managerial and organisational prac- 
tices which contributed to the speedy 
construction of the refinery were: 

1. Close co-operation between con- 
tractor and chient. ‘Through S.O.D.., 
Esso had senio1 representatives 
always on the site, both to inspect 
the work and for immediate con- 
sultation on matters on which the 
approval of the client was required. 

2. Early preparation of detailed 
plans. All ordering of materials was 
done on the basis of detailed plans. 
The technical resources of Esso’s 
afhliated company, Standard Oil 
Development, and particularly their 
extensive records and experience on 
the construction of refineries, were 
drawn upon in estimating supply and 
labour needs. 

>, Early ordering of materials. 

1. Vigorous expediting of de- 
liveries. 

5. A system of coding orders, de- 
liveries and allocations to the field of 
all materials according to the units 
where thev were required, so. that 
both the supply and cost situation for 
any unit could be quickly ascer- 
tained. 

6. A time schedule for the whole 





job, realistically worked out from a 
set completion date. 

7. A monthly report comparing 
actual and scheduled progress. 

&. Continuous inspection of the 
site situation by top management. 

g. A system of communications 
which ensured that all in authority 
were informed of everything that 
affected the whole job. 

10. Engagement of all labow 
under one contract, with the Con- 
federation of Shipbuilding and En- 
gineering Unions. 

11. A unified system of wages for 
all cralts, 

12. A system of supervision which 
made it the primary responsibility of 
supervisors to see that work was not 
interrupted through lack of mater- 
ials, labour or skill. 

13. Special measures to reduce 
absenteeism. 

14. A Site Executive Committee of 
shop stewards and management 
representatives to settle problems 
about working conditions on the 
site. 

15. Refusal to allow labour disputes 
to be discussed except through 
othcial trade union channels. 

16, Responsibility of one contrac- 
tor, Foster Wheeler Limited, for the 
major part of the job, and employ- 
ment of a minimum number of sub- 
contractors. This simplified the prob- 
lems of co-ordination, made possible 
a streamlined system for control of 
progress and supplies, facilitated the 
most effective and economical use 
of labour, and greatly assisted union 
negotiations. 
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The Problem of Living within our 


Foreign Earnings 


By PROFESSOR AUSTIN ROBINSON (Cambridg: 
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In an article in ‘Vhe Three Banks 
Review a year ago Professor Robinson 
came to the conclusion that future exports 
and invisthle earnines will not enable 


$ritain lo finance much more than 80 per 


cent of 1928 imports. His views have not 


] ] p — } 
since changed, ana »s year he outlines a 


polr y for a vial British economy on 
this amport hb 
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Imports Too High 


In the last year or so we have been 
able to pay for much more than 
four-fifths of the import volume of 
1938 because we have been able to 
sell a large volume of exports and the 
terms of trade have changed in ow 
favour. Thus we have slipped back 
Into an economic pattern which even 
in the verv favourable conditions of 
1953 we cannot really afford. The 
present surplus leaves little for the 
replenishment of reserves, servicing 
debt and overseas investment. loo 
much of our export earnings has 
gone into financing imports, whi 
in 1953 were some 96 per cent of t 
1938 volume. But in the long run 
food and raw materials will ero: 
more expensive again in terms of 
manufactures, nor can we expect 
with certainty that the level of 
world trade, which in 1952 was some 
76 per cent above the 1997 level. will 
increase or even that the present 
high rate of activity will be main- 
tained. Moreover, our own share in 


world trade has been declining and 
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may well decline further as com- 
petition grows. We cannot therefore 
count on being able to increase ow 
exports and will have to reduce 
imports when the terms of trade 
return to something more normal. 


All the post-war experience supports 
the conclusion that export earnings 
capable of purchasing about 85-88 


{ o> 


per cent of our 1936 imports are as 
much as we can reasonably assume 
in normal circumstances and that, 
when provision is made for the sur- 
plus we need to re-create reserves 
le for foreign investment, 
little more than 80-83 per cent of 


and provi 


» 
) 


imports can normally be 
financed. 
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Composition of Imports 

The import content of manufac- 
l iring Outpu tasSa whole, CXC ludine 
food. drink and tobacco. in IQ50 was 
about 1& per cent and the import 
content of exports about 19 per cent, 
Some 13.6 per cent of total imports 
was used for export production, and 


per cent went in re-exports. [m- 


ports available for home use were 
therefore 8° per cent of the whole: 


ie 
by 1953 this percentage had risen to 

An analysis of the composition ofl 
imports over the past five vears and 
comparison with 1938 shows that we 
have reduced imports of grains, meat 
and dairy products as well as manu- 
factures other than machinery: but 
imports of raw materials, after allow- 
ing for those which are normally 
included as manufactures and after 
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excluding petroleum, have in the 


past three vears reached the level of 


1938 (itself appreciably below 1937 
The increase in the level of manufac- 
turing output has, however. greatly 
exceeded the increase in the volume 
of such imports. In all post-war years 
the ratio of the volume of imports to 
the volume of manufacturing output 
as distinct from the import content 
of manufacturing which takes 
account of price changes) has been 
of the order of 80 per cent of the pre- 
war ratio. This means that a given 
volume of output contains a con- 
siderably smaller proportion of im- 
ported materials than pre-war. 

To some extent the lower ratio 
can be accounted for by a change in 
the pattern of industry. Some indus- 
tries use more imports than others: 
the import content of textiles and 
clothing in 1950 was about 28 pet 
cent while that of the metal and 
engineering industries was only about 
per cent. But changes in activity 
explain only part of the fall in im- 
ports in relation to output. The main 
explanation is that within individual 


/ 


categories of industry production has 
shifted to forms which use less im- 
ported materials, and to a small 
degree home-produced materials 
materials have replaced imported 
materials. 


Demand for Materials 


In most recent vears manufactur- 
ing output has been growing annually 
by about {£400m. With the present 
import content, this requires an 
increase of about 80m. in raw 
material imports. If we can hold a 
stable share in an increasing volume 
of world trade, we can hope to 
finance these additional raw material 
imports. Since 1948 we have pro- 
vided for the requisite increase partly 
by increasing the total volume of 
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imports, but partly also by increasing 
the relative share in total imports 
going to materials at the expense of 
food, drink and tobacco. In 1938 
food imports were about 47 per cent 
of the total. as against 35 per cent in 
1952 and 39 per cent in 1953. A 
decline in world trade or in our 
share of it. however. would force us 
to reduce our raw material imports 
to something like the 1952 level and 
to adjust our industrial activities 
accordinely. 


Policy Suggestions 


We certainly will do all in our 
power to prevent a decline in world 
trade in manufactures, but ow 
economic structure and dependence 
on trade may prevent us from giving 
a lead and setting an example to 
others: at the same time that we are 
exhorting others to expand their 
foreign trade we may find ourselves 
compelled to contract our own. For 
only if the terms of trade are as 
favourable as they are now is the 
structure of our economy and our 
dependence on imports consistent 
with our normal level of activity: 
with our present structure, we can 
live within our normal foreign 
exchange earnings only by imposing 
import cuts (which are formally in- 
consistent with our foreign obliga- 
tions) or by taking measures to 
reduce activities and incomes. We 
may thus be unable to make generous 
promises to liberalise our own market 
in the hope that others will liberalise 
theirs sufficiently to provide us with 
increased means of payments. Efforts 
should also be made to increase our 
share of total world trade through 
efficiency of production, excellence 
of design and trade agreements with 
countries which are anxious. to 
develop activities complementary to 


our own 
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LIVING WITHIN 


If these attempts to increase ex- 
ports meet with limited success, the 
only other line of policy is further 
structural adjustment to a lower 
normal level of imports. We can, for 
instance, buy unprocessed raw 
materials and perform more of the 
preparatory processes ourselves. ‘This 
has been done since the war in the 
case of oil and could well be extended 
to the refining of non-ferrous metals. 
Another possibility is to concentrate 
more on production of goods with 


low —— content. A great deal of 


engineering development has taken 
the form of elaborate precision-made 
output) which involves relatively 
little weight of raw materials. Some 
saving may also be possible’ in 
machinery and equipment imported 
mainly for purposes of rearmament. 
But the greatest import-saving poten- 
tialities lie in a revised agricultural 
policy. It seems possible that we can 
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save a large volume of imports of 
basic foodstuffs by a further expan- 
sion of domestic agricultural output 
by some 30 per cent over the present 
level in the next ten vears. The net 
output of British farming would then 


be double the pre-war level, yielding 


some 70 per cent of the total 1938 
food supplies. If we could finance 
food imports at 65 per cent of the 
1938 level, instead of 80 per cent as 
in most recent years, we would have 
total basic food supplies about 12 per 
cent above the 1938 level for a 
population which may be about 10 
per cent larger than that of 1938. 
With food imports reduced in this 
manner it would be_ possible to 
increase imports of industrial raw 
materials to about 25 per cent above 
the 1938 volume or about 14 per cent 
above the 1953 volume. This might 
be just enough to keep industry 
supplied and enable it to expand. 


NO HALT TO RISE IN BRITONS’ EARNINGS 


BrivisH industry’s Bes \verage Man carns £9 gs. 2d. a week. according to the Ministry ot 
Labour's latest survey taken in October last year. ‘That figure represents an lvance ol 
10s. 8d. on October 1952. an £2 5s. =a. on 1946. 
Higher carnings. however. have not meant longer hours. The present average working 
g g 
week of 47 hours 54 minutes is only 12 minutes longer than the vear before, and 18 minutes 
/ t 


longer than it was seven years ago. 


The Ministry find out about Mr Average Man by getting from some 63,000 firms 


penatilden x more than 6,500,000 workers, details of their total earnings before any deductions 
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are made. Most of these are manufacturing concerns though some large non-manufacturing 
hie supply statistics, te None of them include figures for their office or manageria 
stafls. 

Similar averages are struck for the earnings of women, youths and boys. and girls. At 
October 1953 figures for these groups were £°5 2s. Sa £3 18s. rid.. and £3 4s. 11d. respec- 


tively. For all workers the pee ige came to £8 Os. 


‘Top carn rs of all Vere 


ult miners with aver age earnings of {12 11s. 2d. a week. Among 


the next highest came men in newspaper and periodical production and in motor and air- 


| 


craft manulacture, all with more than £11 in weekly chieien Dockers’ earnings, too, | 
topped the £11 a week mark, according to statistics from the National Dock Labour Board. 


Among the lower paid men were those in some grades of lo« 
g 


land national government 


service, in boot and shoe repairing, and in slate quarrying and mining, all with weekly 
earnings of less than £8. For farm workers average earnings in the April-September period 


last vear were £7 2s. 13d. for men, and £ 
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2s. 114d. for women. 


"C., London. April 9, 1954 
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U.S. Agricultural Trade Losses in 1953 


U.S. Farm exports fell by 17 per cent 
in 1953. Total value was $2,833 mil- 
lion compared with $3,431 million 
in 1952. Exports in 1952 were 
15 per cent below 1951. Farm pro- 


ducts accounted for 18 per cent of 


the total exports of all commodities. 
In the previous year, farm products 


accounted for 23 per cent. 


There were increased exports of 


tobacco. soybeans, corn, — tallow, 
meats, evaporated milk, fresh 
oranges, and food for rehef and 
charity sent abroad privately. The 
chief decline in exports was in wheat, 
cotton. lard, grain, sorghums, soyv- 
bean oil, barley grain, white pota- 
toes, raisins and apples. 

Wheat remains the number one 
farm export accounting for 20 per 
cent of the total farm exports. In 
1953 exports of wheat including 
flour decreased by 38 per cent from 
the previous vear. The value dropped 
from $942 million in 1952 to $581 


, 


million in 195°. 

Cotton showed considerable export 
loss, dropping 40 per cent from the 
previous year. In value. cotton 
declined from $862 million in 1952 
to $517 million. 

Other commodities that declined 
were: lard down 37 per cent: barley 
grain down 58 per cent: grain 
sorghums down 77 per cent; sovbean 
oil down 75 per cent; potatoes down 
56 per cent and fresh apples down 
91 per cent. 

Tobacco exports increased by 38 
per cent over the previous year. The 
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value climbed from $246 million in 
1952 to $339 million in 1953. 

Rice exports remained high in 
value despite a 13 per cent drop in 
quantity, 

Other commodities that increased 
were: corn up 20°. per cent; soy- 
beans up 66 per cent; tallow up 20 
per cent; meats up 30 per cent; 
evaporated milk up. 2t 
fresh oranges up 1 


’ 
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per cent; 
; per cent; food 
exported privately for rehef up 60 
per cent. 

United States bought per cent 
less foreign farm products in 1953. 
The value of imports dropped to 
$4,182 million. A 6 per cent decline 
had been recorded in 1952 over the 
previous vear. 

Coffee imports increased by 6 per 
cent to a value of $1,466 million. 
Other import increases were: carpet 

) 
cent; and bananas up 22 per cent. 

Rubber imports dropped 47 per 
cent in value. Sisal and henequen 


wool up 4 per cent: tea up. 22 pe! 


51 per cent. 
+ 


[Imports of competitive foreign 


were down 


agricultural products dropped 5 pet 
cent to a total value of $1,805 
million. The biggest declines were: 
apparel wool down 32 per cent; 
wheat down 70 per cent: feeds and 
fodders down 45 per cent; beef down 
37 per cent. 

Increases were as follows: cattle 
up 79 per cent; pork up 114 per cent: 
barley grain up 96 per cent: and oats 
up 20 per cent. 


Washington. Apr . 1954 
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Swedish-British Trade 
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1954 marks the three-hundredth anni- 
versary of the conclusion of the Treaty of 
trade and friendship between Great 
Britain and Sweden. This article was 
written specially for the Anglo-Swedish 
Review to mark the occasion and is a 
comprehensiwe summary of the present 
possibilities of exchange of goods between 
the two countries. 
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More than half of the land-area of 
Sweden is covered with forests, and 
their products—-chielly timber, 
wood-pulp and paper-——are_ very 
much more than sufhicient for 
domestic requirements. Apart from 
products of the forest industries, 
Swedish exports depend in a very 
large measure upon products de- 
rived from the country’s mineral 
deposits, such as iron ore and manu- 
factures of this in the form of iron 
and steel and metal products, 
machinery and apparatus of various 
kinds, etc. But Sweden is almost 
enurely without such important 
natural resources as coal, salt and 
raw materials for the textile industry, 
not to mention oil, all of which, with 
growing industrialisation and the 
higher standard of living, have come 
to be increasingly important to the 
modern community. 

Today, foreign trade is a vital 
necessity for Sweden, as it has long 
been for Great Britain. Thus approxi- 
mately one-fifth of Sweden’s total 
production, or about the same pro- 
portion as in Britain, is now marketed 
abroad. Foreign trade turnover, 
related to the number of inhabitants, 
works out at £117 per head of the 


population in Britain and a bit more, 
or £152, in Sweden. 


Trade with Britain 


In absolute figures the sums 
involved even in the case of Sweden 
are today stupendous. ‘Thus, last 
year, Swedish exports had a total 
value of 7.6 milliard Swedish kronor, 
and imports to Sweden amounted to 
8.2 milliards. Of the imports, “oods 
to the value of 1.2 milliards came 
from Britain, while our sales in the 
British market amounted to i, 
milliards. It is a fact that for the last 
couple of hundred years Britain has 
been Sweden’s most important export 
market. Also, Sweden in spite of her 
not very numerous population, is 
traditionally the largest market for 
British goods on the European con- 
tinent. However, today as before the 
war, Britain stands onh in) second 
place—after Germany, that is to say, 
now West Gerinany. 

What Britain buys from Sweden 
is for the most part forest products. 
About 70 per cent of Swedish exports 
to Britain comprises timber, wood- 
pulp and paper. while 20 per cent 
is made up of iron ore, iron and 
steel, and manulactures of these. 
Great Britain, in her turn, sells to 
Sweden chiefly finished tndustrial 
products especially textiles. 
machinery and means of transport. 
Manufactured goods actually repre- 
sent nearly four-fifths of British 
exports to Sweden. Of other im- 
portant items coal should especially 
be mentioned. 

Among the imports from Britain 
coal still occupies an important 
place. During the post-war period, 


From Anclo-Swedish Review, London, April, 1954 








however, Sweden's consumption of 
British coal has declined, at first on 
account of British difficulties in 
delivery, and latterly in consequence 
of the rising rate of transition to oil in 
Sweden. In 1938 our imports of coal 
from Britain amounted to 2.7 million 
tons, while in 1953 it reached only 
1.3 million tons. However, there is 
still a good chance to regain a more 
important market, in competition 
with other countries and with oil. 

In the course of the post-war trade 
negotiations Sweden has displayed a 
marked interest in iron and. steel 
from Great Britain. It has been a 
question principally of ship-building 
materials, tinplate and other sheet 
steel, but tubes and bars have also 
been discussed in this connection. It 
is estimated that the rise in British 
production of these items will make it 
possible to meet the Swedish demand ; 
and at present Swedish shipyards 
have no difficulty in getting the 
quantities of ship-building materials 
they require from Britain. Imports 
of steel bars are no longer so extensive 
as they were formerly, as a conse- 
quence of the increased capacity of 
the Swedish ironworks. On the other 
hand, Swedish car-manufacturers 
need more sheet steel for their motor 
bodies. On the whole, however, for 
iron and steel Sweden is now a 
market, receiving tenders 
from all steel-producing countries. 
The market must therefore be more 
intensively worked than hitherto in 
the post-war period. 


buyer’s 


Machinery 

The largest Swedish import group 
comprises engineering products, in- 
cluding means of transport. In 
Swedish factories it has long been 
almost a matter of course to find 
British machines, and name-plates 
with such names as Coventry, Bir- 
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mingham, Manchester, Glasgow and 
Leicester are a familiar sight in 
Swedish industrial plant. The pur- 
chasing interest for machinery is still 
considerable, and with her presently 
wider variety of production Britain 
has undoubtedly great opportunities . 
in this field. However, the Swedish 
market has now ample access to 
German, American and other makes 
—and to an increasing extent also to 
Swedish-made machinery. The 
British machinery manufacturers 
need therefore to cultivate the 
Swedish market as eflectively as 
possible. We are particularly inter- 
ested in such products as machine 
tools, transport and handling equip- 
ment, food processing machines and 
printing presses. Mention should also 
be made of precision instruments and 
navigational and radar equipment. 

Our interest in buying motor cars 
has of recent years been very pro- 
nounced. A visitor to Sweden now 
finds British cars everywhere. During 
the post-war years Sweden has come 
to occupy fourth place among 
Britain’s export markets for private 
cars, and I should think that we 
represent the leading British market 
for such cars on the European con- 
tinent. But this field also has become 
increasingly competitive owing to the 
appearance on the market of a 
larger number of different makes. 
Thus here too it will be necessary to 
intensify salesmanship and to en- 
deavour in a still greater measure to 
supply the special requirements of 
the market. Talking of motor 
vehicles, it may be mentioned that 
Swedish imports of tractors are 
mostly from Britain. 

Names such as Manchester, Leeds 
and Bradford are in Sweden, as else- 
where, well-recognised designations 
for British quality production in the 
textile field. The inclination of the 


id 
in 
ir- 
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average Swede to spend inoney on 
clothes makes Sweden a big textile 
consumer, excelled only by the 
United States and Canada, it con- 
sumption is calculated per head of 
population, 


Clothing 


Although Sweden herself produces 
the raw material for the manutacture 
of artificial silk—viscose cellulose— 
we meet the main portion of out 
requirements of artificial silk by 
imports. Great Britain is the chiet 
supplier, in respect of both semi- 
finished and finished textiles. An 
especially prominent position has of 
old been occupied by British woollen 
materials. Ready-made clothing 1s 
still to a certain extent imported into 
Sweden: but the growth of the 
Swedish clothing industry during and 
since the war has been very consider- 
able. Yet, in the large Swedish 
fashion houses and department stores 
one generally finds such British-made 
garments as poplin jackets, ladies’ 
overcoats and children’s clothing. 
Britain, who has for some years been 
Sweden's chief supplier oi textiles, 
has latterly seen her position in- 
creasingly threatened by West Ger- 
many. 

The extensive British exports of 
chemicals to Sweden include soda- 
ash for the Swedish glass and pape 
industries, common _ salt for the 
chemical industry, a number ot 
organic chemicals such as solvents 
and plasticisers, plastic raw materi- 
als, paints and varnishes. In this held 
also competition is much keener than 
before. 

Among Britain’s competitors on 
the Swedish market West Germany 
occupies the chief place. As already 


stated, Germany is once again 


Sweden's main supplier. Last year 


the value of our total imports from 


West Germany amounted to 1.5 
milliard Swedish kronor, as against 
1.3 milliards trom Britain. Other big 
suppliers of interest in this context 
are the United States, Holland, 
Belgium, France, Italy and Switzer- 
land. 

In regard to Swedish exports to 
Britain, we venture to hope that our 
forest products of which during 1953 
wood goods represented half the 
value, may sull find a regular sale 
over here. In this field we are helped 
by a particularly long tradition. ‘The 
fact that umber and plywood are 
now completely free from quantita- 
live restrictions would appear to be 


a sign of normality returning to the 


British market. We are, however, still 
wailing for paper, cardboard and 
be -pul on the ree list. 
Lhe import of pulp, board and most 


kinds of paper is sull regulated by a 


wallboard to 


system of global quotas. 

Among the staple products trom 
Sweden which have ot late found an 
important market in Britain, special 
reference should be made to iron ore. 

The related exports of Swedish 
quality steel consist of cold rolled 
band steel, ball-bearing tubes, high 
carbon wire rods and other special- 
ities. Charcoal pig iron and ferro- 
alloys are also important items 1n this 
connection. We in Sweden = are 
worried about the reintroduction ol 
the high British steel tariffs. These 
exports do not run into a lot of 
money but they are traditional, and 
we have them very much at heart. 
We must find a solution to this tariff 
problem that will permit Sweden to 
carry on undisturbed her traditional 
supplies to the British market. Surely 
this should not be impossible. A 
first step to this end would be dis- 
cussions between experts from the 
two countries, 

‘Lhe Swedish exports of engineering 
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products to Great’ Britain have 
on the whole developed favourably 
during the past tew decades. ‘They 
include many of our finest products 
of considerable interest not least to 
British export industries. It is our 
hope to achieve in this important 
sphere an increased exchange of 
specialities to the mutual advantage 
not least of industrial production in 
both countries. 


Trade in Foodstuffs 


Between the wars Swedish sales to 
Britain included considerable quan- 
uties of agricultural products, such 
as butter, eges and bacon. ‘The ex- 
port of bacon was resumed in 195%, 
and increased deliveries are expected 
during this year. As regards ege 
and butter, the traditional Swedish 
deliveries ol these products will 
probably be resumed in the neat 
future. The ban on the import of 
eges to Britain has recently been 
litted, and next month we expect the 
import of butter to be free. Last year 
we began to export breeding pigs. 
This attracted much attention on 
account of the high prices obtained 
by the British importers at local 
auctions. Lately Sweden has become 
a great exporter of grain, particularly 
wheat, and we hope to find a 
market in Britain for part of ou 
crops. 

Since the war we have been able 
to market certain products of our 
foodstuffs industry in Britain, such as 
chocolate, biscuits. cheese and 
various canned goods. In this field 
there would appear to be possibilities 
of further development. 


DIGEST] 


Our wood manutactures, such as 
furniture, doors and small household 


articles, have of old found one of 


their best markets in Britain. Some 
of our hardware and hollow-ware 
have also found ready British buyers. 
1 am reterring to such items as 
enamelled ware, oil stoves, meat 


mincers, cotlee-mills and tools of 
various kinds. Special products of 


ihe chemical and pharmaceutical 
industries might also have a chance 
on the British market. 

It would appear quite possible for 
British exporters to penetrate further 
into the Swedish market. But this 
would undoubtedly necessitate 
erealel attention to. the Spec ial 
character of that market as well as a 
closer study of the particular selling 
technique and business psychology 
called tor in Sweden. [tis above alla 
matter of establishing personal con- 
tacts and creating friendly relations 
through visits by high executives and 
prominent technical experts. 

In international trade the small 
progressive, free-trading countries 
are particularly valuable partners. 
In view of their advanced economy, 
the high standard of living of their 
peoples and their general willingness 
to receive goods trom abroad in open 
and fair competition with their own 
production they offer extensive mar- 
kets for the most desirable type of 
exports, Le., the export of manufac- 
tured articles. ‘The continuous ex- 
pansion of British exports to Sweden 
illustrates this fact and should serve 
as an impetus to both parties to 
develop a much closer co-operation 


in 
idl 


he field of foreign trade. 
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Digest Book Review 
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British Economic Statistics 
By C. F. Carter AND A. D. Roy 
This study*® written by two highly quali- ful figure may be much better than none at 
fied economists under e guidance of an ill.” The vy plannir I ite 
expert committee has as its main object ‘the 1 this context with ar ae 
Investigation ol the tatistical information theory or system. Bot ULS.S.R. and the 
a) required tor, or (b) a ily used or U.S. Council of Economic sers I ut 
available for, the formulation of economi extensive statistic 
policy in the United Kingdom’. ‘These terms he authors stress that the privé 
ot relerence were laid down by the National Stat ics are tually imp i is t sers 
Institute of Economic and Sociz Research, 1 ic the Government | i isers 
to which all users of econornic.§ statistics se interes ) | ss t 
vhether professional cconomists nen ol t facts: o tl I 
iffairs, owe id f nittat { y to } ] Political 
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them seems required, ideally including an 
assessment ol errors, 

Although in the recent Economic Sur- 
vevs the forecasts have been reduced to 
vague indications of direction of motion. the 
study points out that ‘this is partly a matter 
of presentation’ and, therefore. discusses the 
quantitative forecasting ‘which presumably 
still goes on behind the scenes’. The discus- 
sion of the use of statistics for ‘general’ 
planning is frank in the admission of weak- 
nesses and difficulties. But these, the authors 
emphasise, involve no ‘modification of our 
judgement that t British ste itistics are among the 


best in the world’: the chapter ‘suggests 
rather that one should be cautious in one’s 
claim of what. statistical knowledge can 
chine” 

Phe remainder f tl book cise usseSs the 


quality of statistics, their presentation and 
availability, and the organisation of stat- 
istical intelligence. A reference table lists 
the principal statistical series published in 
this country and their sources. 

The message of the study is that we have 
reason to be proud of the British statistical 
system and of the standards which it has set. 
Nevertheless and in spite of the tremendor 
improvements which have taken place in the 
last fourteen vears, the pate wears would ‘like 
to see British statistics continue to be pro- 
gressive and pioneering’, and they are ‘not 
sure if this will be so unless there is a 
chance of fresh thought’. The book is sure 
to receive deserved attention in_ official 
circles, but it will be equally useful for users 
of statistics outside the Departments. 

M.G. 





New Books Reviewed 





The Future of Sterling. By A. C. 1. Day 


Clarendon Press: 125. 6d 





Mr Davy ! some important and stimu- 





lating things to say in this book. These are a 
healthy corrective to much wishful thinking 
about the future of the pound sterling and 


the part the U.K. will be able to play in the 
second half of the twentieth century. 

Much of the recovery of sterling since 1947 
he attributes to the scarcity of dollars. 
Should that come to an end the pull of the 
\ 


American economy will exert its full force. 
He thinks that Britain is biting off more than 
n chew in attempting to reinstate sterling 
as an international currency. The reserves 
are quite Inadequate to sustain this role at 
present and Mr Day thinks that adiustments 
needed ffset changes in the level of the 


United States’ economy in future should not 





have to be made in the first instance by 
Britain. 
The International Monetary Fund having 
its centre in the United States and the great 
er of the dollar bloc votes seriously 


impair its likely usefulness. Instead, he 
proposes a world payments system based 
upon an extension of - I — an Payments 
Union. When E.P.U. is in balance with the 
lollar bloc members w il se ba their balances 
arising from American trade in the same wav 
as existing E.P.U. balances. partly in gold, 
partly in credit. If E.P.U. is in deficit then 
balances would fall to be settled wholly or 
mainly in gold and discrimination against 
American goods would be encouraged. 
It is hoped that many will read this book. 
clear and concise historical survey of the 


origins of the sterling area is followed by a 
discussion of its advantages and justification. 
There are two chapters on convertibil 
both present and future. There follows an 
examination of the conditions necessary for 
the proper functioning of ar iternati 
payments system. 

The argument is pers 
tively presented and the book is warml 


ity 





lasive and attrac- 


commended. 


R.J.W 


Wirtschaft ohne HW under. Volkswirtschaftliche 


Studien fuer das Schiweizerische Institut fuer 
Auslandsforschung, edited | A. Hunol 
Eugen Rentsch Verlag, Erlenbach-Zeurich 


195%. 

This collection of essavs by economists 
from different countries is designed to show 
the success of a liberal economic policy 
mainly by the example of Germany’ 
recovery since its currency reform In 1946. 
The title Wirtschaft éhne Wunder (Econom, 
without Miracle’) indicates the line taken by 
the contributors. The first volume in. the 
series ‘Full Employment, Inflation and 
Planned Economw’ was mainly critical and 
the present publication is intended to « 
cuss the actual performance of the ‘mar 
eC onomy’ 

The book is divided into three parts. The 
first contains essavs (by President Einaudi, 
Professor Havek, Prote ssor Roepke and 
Professor Ruestow) of a more general charac- 
ter. It is fitting that the volume opens with 
the contribution by President Einaudi, who 
spent most of his life as an academic teacher 














feconomt ind ’ ecoming President 
in 194! oundation of Italy’s 
policy of monetary stability as Governor of 
the Italian Central Bank. His essav is a plea 


for a general return t a greater resnect for 
the trad nal rules of economic | life. 
Professor H k deals with the Origin and 
Decay of the Concept of the Rule of Law. 
Professor R ) tat his criticism of the 
‘new’ e m loctrine and Professor 
Ruestow poit » the necessity of a pro- 
gram! counter ti t nism, which 
could be found in 1 incept of the ‘social 
market econ 

Phe second rt levoted to the practical 
results. Prof Baudhin deals with Bel- 
cium. Dr Gid vith U.S. policv, and 
Dr Nenscl th Austria. Fittingly, the 
principles of Ger in policy are expounded 
by Dr Erhard self and the French 
economist. Professor R I. pavs a tribute 


to Dr Erhard’ pol nm a contribution 
characteristicall ntitl ‘Natural Explana- 


Af 


The essays in the | t part are devoted to 
special prob! neludir rrency policy 
in Germany a Ital Dr Baffi and 
Germany's foreign trade 1945-1952 (Pro- 
fessor Fritz Meyer nd the problem of the 
capital ma t (sermal Dr V. Muthe- 
1us 


Althouech t!} yh completed before 
Mr Butler’s po ning control in this 


count! to WN its { l] effects, 
British reader rikno rc Of German 

a } } 
vill fi Y en where 
the " ntinental 
1¢ } 


R i l’nwin. 7s. 6d. 
fy I tt! k reproduces 
lecture ! vir Dennis Robertson at 


the Univer \ rin n March. 1953. 
What |} nee has not in any 
wav mad valnabl Much may 


have b i fore but the author's 
elega ’ h the printed 
page and mal liar things seem 
fresh 

After a s ft United Kingdom’s 
positi natter \\ 1 War II there follows an 
outline of t terling area and a discussion 
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of the obligations and benefits attaching to 
membership. 
In Chapter IfI—the Dollar Shortage 


Sir Dennis Robertson has many penetrating 
hings to sav. He does well to remind us of 
his saying in 1948 that ‘what are politely 
called “‘balance of payments difficulties’? do 
not necessarily drop like a murrain from 
heaven but that any nation that gives its 
mind to it can create them for itself in half 
an hour with the aid of the printing press and 
a strong trade-union movement’. Our 
present standard of living is not our birtl 
right but must be earned. His advice to the 
U.S.A. on the part that should be plaved by 


a large cre ditor is equally WISE and cogent, 
The last chapter on Discrimination is a 
powerful plea for tolerance towards certain 
types of preferential arrangements. 
No review « an do justi e to this stimulating 


book. It should be read and kept in a hand\ 


place to lend to others 


R.J.W. 


{ Critique of the Randall Cammiss on Report. 
Prepared by Klaus Knorr and Gardner 
Pattersor International Finance Section and 
Centre of International Studie P ee 
University 
This paper sums up the results of a 

conference held at Princeton on February 


ith and 5th, barely a fortnight after the 
issue of the Randall Report. The conferen 
was an interesting experiment to meet th 
criticism that official documents receive too 
little—and_ often delaved—attention by 
ists. Th 
were a small group of professional econo- 
| 


mists without present official responsibilities 


professional economis 





t 


but with previous experience in the formu- 


lation of policy. A number of the more 
important recommendations are discussed 


in detail and in a final section on the report 
as a whole it is stated that ‘if all the r 
mendations on trade policy made } 
Randall Commission were enacted hy t} 
Congress in the next one or two vears. the 
result would constitute the biggest sinele 
step forward a more liberal trade commercial 
policy since the Trade Agreements Act was 
passed in 1934’. The limitations of the report 
is a foundation for a long-term policy are 


however, clearly recognised 
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Italy’s Persistent Problems 
(1) The Balance of Payments 


By Ez1o0 VANONI 


In recent years Italy’s overall balance 


of payments has shown a deficit of 


around 250-200 million dollars. This 
is accounted for bv a deficit of some 


700 million dollars in the balance of 


trade, as against a credit of the order 
of 400-500 million dollars on the side 


of invisible entries and movement of 


capital. The financing of the overall 
deficit has been largely covered bv 
American economic aid and, during 
the past vear. by off-shore orders. 
Within the general figures there 
are naturally considerable differences 
in relation to the respective currency 
areas: while the situation with the 
Dollar Area is approaching normal, 
that with the E.P.U. area 1s growing 
steadily worse. In fact, as far as 
transferable currencies are con- 
cerned, Italy’s efforts on the one 
hand to increase her earnings (ex- 
ports, tourism, remittances, etc.) and 
on the other hand to reduce her 
expenditure (in particular by trans- 
ferring her purchases of imports to 
markets which offer an outlet for 
Italian produce) have been success- 
ful in altering the total balance 
(including both goods and invisible 
items) from a considerable deficit to 
a modest credit in 1952, taking into 
account foreion aid and _ off-shore 


commissions, 


Italy and E.P.U. 


But in respect of currencies which 
are non-transferable, but which can 
be compensated through E.P.U.. 
Italy has become increasingly over- 
drawn to the point when in 1953 she, 
despite the credits granted by the 
Union, reached a deficit of $912 


Minister for Budeet 


million, with the result that she had 
to pay considerable sums in dollars. 

Italy’s deficit with the various 
E.P.U. countries is as follows: U.K. 
and sterling area—-$155.1 million: 
Germanyv— $59.1 million; Switzer- 
land— $13.4 million: France—$1¢ 
million; other countries —$71.5 mil- 
lion. As regards the. balance in 
respect of goods alone, the situation 
in relation to the main E.P.U. 
countries 1s: U.K.-—$254.4 million: 
Germany-—$91.6 million; France 
$73.6 million: other countries 
$142.7 million. 

The restrictions on imports im- 
posed by the United Kingdom have 
hit Italian trade particularly hard. 
In fact, while the value of Italy’s 
imports from the Sterling Area rose 
from $546.8 million in 1951 to 
$701.6 million in 1953, that of her 
exports fell from $556.6 million to 
$315.9 million. Thus whereas in 1951 
her trading accounts with that area 
practically balanced. in 1953 she had 
a deficit of $385.7 million. 

Saving and Investment 

These figures suffice to demon- 

strate the seriousness of the situation. 


It is, indeed. obvious that Italv 
cannot continue indefinitely in this 


state of unbalance. The reduction of 
American aid has brought into relief 


once more the problem of restabilis- 
ing the equilibrium of Italy’s balance 
of payments —an equilibrium that 
cannot depend exclusively on the 
continuous but modest improvement 
shown in the invisible items alone. 
Moreover, the effects of the reduc- 
tion in aid are making themselves 


From Italy s External Trade. Special Supplement to the Statist. London. May, 1954 


ITALY’S PERSISTENT PROBLEMS 285 


felt just at a time when the policy of 
investment and of a eradual re- 
habilitation of the depressed areas, 
especially in the South, is causing the 
pressure on imports to increase, 
while it has not as yet had time to 
produce an effective increase in the 
national income. 

The latest data afforded by the 
national economic budget indicate a 
strong tendency towards saving in 
relation to the country’s internal 
resources. Gross investments repre- 
sent around 21 per cent of the 
national income —a_ considerable 
proportion, bearing in mind the low 
income per head. 

As is well known, and as the 
recent O.E.E.C. conference in Paris 
seemed to show, the regulations 
voverning foreign investment in 
Italy are among the most liberal to 
be found in any country. In order to 
encourage foreign investors the 
Italian Government is at present 
revising the regulations on toreign 
investment with a view to making 
them even more liberal. Efforts are 
being made to abolish such quantita- 
tive restrictions as still exist on the 
transferability of profits—-though 
some of these restrictions already 
permit of other indirect forms of 
transferability under the present 
Italian currency laws. 


Certain paramount necessities 
emerge from the foregoing review. 
First, the need for Italy to intensify 
her efforts towards increasing her 
exports, and for the Italian Govern- 
ment to support these efforts by 
reducing customs dues and _ intro- 
ducing other facilities. Even if this 
may not seem to be in accordance 
with the most orthodox line of 
economik policy, it is nevertheless 
dictated by the similar measures 
adopted in other countries. 

Secondly, the need for action in 
the international sphere towards 
bringing about a rapid reduction, 
and the eventual disappearance, of 
quantitative and qualitative restric- 
tions which impede the healthy 
development of international trade. 

Thirdly, the need for Italy’s 
special case to receive consideration 
within the framework of the various 
institutions for international co- 
operation and assistance. Italy is a 
country which ts facing with courage, 
and with a broad vision of her 
present and future prospects, the 
problem of increasing her national 
income—which means the problem 
of improving the average standard of 
living of her large surplus population 
and therefore of increasing her 
political and social stability. 


(2) Foreign Trade Difficulties 


By Mario MARTINELLI (Minister for Foreign Trade) 


ITrALy’s foreign trade has made great 
strides in recent vears, and has in 
many respects more than recovered 
its pre-war position. But it remains 
beset by certain problems, of which 
the most outstanding one is a struc- 
tural deficit in the balance of trade. 


A trend towards stabilisation in the 


pattern of lItaly’s foreign trade 
exchanges was confirmed during 
1953. The value of her foreign trade 
last year reached the respectable 


} ~ 6 “17° 
total of $3,900 million, as compared 


with $3,700 million in 1952 and 
$3,800 million in 1951. This denotes 


an increase of 45 per cent over the 








28b ECONOMIC 


igure lor 1950, a ye€al in which 
ltaly’s foreign trade had already 
made substanual progress by com- 
warison with the earlier post-war 
yeals, 

(he value of imports increased 
from $1,482 million in 1950 to 
$2,167 million in 1951, $2,336 mil- 
lion in 1952, and $2,395 million in 
1953. Lhere was an abnormal reduc- 
tion (to a value of some $88 million) 
in imports of raw cotton in 1953, due 
to the crisis in the Italian cotton 
industry, which is sull going on at 
present; but apart from that, Ltalian 
imports in both 1952 and 1953 
increased at the rate of about 7 pet 
cent, 

Increased Trade 

Compared with this considerable 
increase in unports, the progress of 
Italian exports may appear more 
uncertain, though here it should be 
recalled that the large increase in the 
export trade which took place in 
1951 must be regarded as excep- 
tional. Lhe value of exports in the 
past four years was as follows: 1950, 
$1,205 million; 1951, $1,007 million; 
1952, $1,386 million; 1953, $1,488 
million. In 1953 exports went up by 
7 per cent as compared with 1952, 
and in the second halt of the year 

during which period a marked 
improvement took place—they sur- 
passed by 13 per cent the figure fon 
the corresponding period of 1952. 

Imports to Italy had increased 
considerably in 1951, by comparison 
with the previous year, largely as a 
result of the increase in prices ol 
certain basic raw materials tollowing 
on the Korean crisis and dependent 
also on the stock-piling policy pur- 
sued, in particular, by the U.S.A. 
But during the two years 1951-53 
imports assumed a clearly detined 
trend, characterised, as we have 
already said, by a steady increase. 
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I his increase was especially notice- 
able in certain branches, notably in 
industrial fished goods other than 
foodstufls (and above all in machin- 
ery), where the value ol imports 


increased trom $323 million in 1951 
($264 million in 1950) to $466 mil- 
lion in 1g52 and $531 million in 
1953; on the other hand agricultural 
food products, ra\ 1aterials, and 
semi-finished goods underwent no 
particular change Guring tnese three 


years. Imports of foodstulis tell from 
21 per cent of the total in 1951 to 
Ig per cent in 1953 


>, and of raw 


materials and semi-finished woods 
‘ate ) 

while imports of finished 

from 15 to 22 per cent { the total. 


Irom 64 per cent to ).O per cent, 


i ds rose 


As compared with the pre-war (1938 


) 
position, the percentages of total 
imports represented by agricultural 
foodstuffs and finished voods have 
increased, while there has been a 
considerable reduction in raw 
materials and semi-finished goods. 


Exports of agricultural foodstuffs, 

which in 1951 re presented about 20 
, 

per cent ol the toial, rose to 24.5 pel 
celit 1n 1953, while Curing the same 
period those of raw materials and 
semi-finished goods moved trom 27.4 
per cent to 26.7 per cent, and manu- 
factures fell from 52.7 per cent to 
$0.0 per cent. “As Compare ad with the 
pre-war situation, raw materials and 
finished goods today represent a 
higher percentage of t 
while agricultural ftoodstuils have 
fallen from 32,2 per cent of the total 
In 1938 to 24.5 per cent In 1953. 

In 1953 more than 60 per cent of 


Imports, 


’ : et 1, | 
Italy s forelgn trade was conducted 


with countries within the E.P.U. 


Area, as against some 20 per cent 
with countries of the Dollar Area, 
while the remaining I 4 pe cent Wa 
accounted tor by other countries 
including Eastern furope and Cina, 
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imports from the E.P.U. countries 
have increased substanually and 
continuously, rising from a value of 
$1,140 million in 1951 to $1,336 
million in 1952 and $1,630 million 
in 1953; Whereas those from the 
Dollar Area, after showing a slight 
increase in 1952 ($706 million) as 
compared with the preceding year 
$656 mullion), tell considerably in 
1953 ($496 million), largely owing to 
reductions in the purchase of raw 
cotton, wheat, coal and machinery. 


Exports 
As to exports (according to the 
Customs statistics), those to the 


Dollar Area, in which the United 
States represents around two-thirds 
of the total, are constantly on the 
increase ($195 million in 1951, $226 
million in 1952, and $234 million in 
1953), even though the annual 
rhythm of increase is slowing down 
(27 per cent in 1951, 16 per cent in 
1952, and 3.5 per cent in 1953, as 
compared with the respective pre- 
ceding years); exports to the other 
areas (b.P.U., Eastern Europe and 
China, and ‘other countries’) after a 
reduction in 1952 showed some re- 


covery last year. ‘Lhe value of 


exports was as follows: E.P.U. Area, 
$1,173 million in 1951, $925 million 
in 1952, $g%6 million in 1953; 
Eastern Europe and China, $66 
million in 1951, $59 million in 1952, 
$62 million in 1953; other countries, 
$213 million in 1951, $176 million in 
1952, $206 million in 1953. 

Ot the total exports in 1953, 66 
per cent went to the countries of the 
E.P.U. Area (68 per cent in 1938) ; 
16 per cent to the Dollar Area (10 
per cent in 1938); 4.2 per cent to 
Eastern Europe and China (7 per 
cent in 193%); and 14 per cent to 
other countries (15 per cent in 1938). 
The greatest change, as compared 
with the pre-war period, is in respect 


7 


of the Dollar Area, which today 
represents an important market for 
Italian goods. 

From the forevoine account of the 
present posiuon and characteristics 
of Ltaly’s foreign trade it will be seen 
that, as long as the present rhythm 
of investment and of national eco- 
nomic activity remains unchanged, 
a structural deticit will exist in 
Italy’s balance of trade. 

Italy’s Difficulties 

A policy of reducing imports has 
hitherto— and rightly—been rejected 
by the Italian Government. As has 
been shown above, a considerable 
percentage of the country’s imports 
consists of essential raw materials, 
machinery, basic foodstutls, tuel and 
carburants; finished products and 
consumer goods represent a very 
much smaller proportion. Any reduc- 
tion in imports of raw materials and 
other essential goods would mean in 
effect a reduction in the already 
low standard of living of the popula- 
tion, and would render even more 
problematical that intensified policy 
of investment which is indispensable 
if possibilities of employment are to 
be increased. 

Italy has made a notable effort 
towards the setting-up of the Euro- 
pean common market through her 
abolition of quantitative restrictions 
on almost all imports trom the 
O.E.E.C. countries. But it is only 
fair that these countries should also 
make a similar contribution, thus 
helping to meet the difficulties which 
Italy is encountering in her eflorts to 
cope with the considerable deficit in 
her balance of trade. The restrictions 
on imports which many O.E.E.C. 
countries are maintaining at present 
particularly affect the main charac- 
teristic Italian products, and their 
elimination would facilitate an in- 
crease in Italian exports. 
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